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HELPING TO MAKE 


Home sweet Home 


— SWEETER! 


@ Be it ever so humble, it’s going to be 
changed—and for the better. For new devel- 
opments are in store for the home owner. 
Developments that will afford him new con- 

veniences .. . greater comfort . . . increased 
economy. 
United States Steel will play a key role in 
these innovations. 
From its laboratories and mills will come 

the basic material for revolutionary all-steel 

cabinets for clothes, linens and general storage 

that will take the place of an entire wall—that 
will provide space for storing almost every- 
thing—that will mean more living room even 
in the smallest house— 

Prefabricated shower cabinets, made of 

porcelain-enameled steel. And bathtubs of the 
same metal, which will have the advantages — 
| | of much lighter weight and a lasting finish in 
varied colors— 

Steel tiles and panels for both kitchen and 
bathroom walls, finished in stainless steel or 
porcelain-enamel in brilliant and 
lasting colors— 

Prefabricated steel staircases 
which will be easily installed and 
fireproof. 

And so far as the steel is 


YaIN ~* 
ga oy concerned these products will 


= 14 deliver top performance. For 


wane they will bear the United 
«.. States Steel Label—the label 
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that is known by millions as 
the guide to quality steel. 


UNITED STATES STEEL CORPORATION SUBSIDIARIES 





The 
Inv 
The 
Inv 
and 
nor 
and 
clie: 


se 


sé. 
sé 


fu 


Le 














JULY 


























THE MAGAZINE OF 
WALL STREET 
and BUSINESS ANALYST 
Member of Audit Bureau of Circulations 


Vol. 80, No. 6 July 19, 1947 


The Ticker Publishing Company is affiliated by common ownership with the 
Investment Management Service and with no other organization. It publishes 
The Magazine of Wall Street and Business Analyst, issued bi-weekly; The 
Investors Guide, Adjustable Stock Ratings, issued monthly; and The Investment 
and Business Forecast, issued weekly. Neither the Ticker Publishing Company 
nor any affiliated service or publication has anything for sale but information 
and advice. No securities or funds are handled under any circumstances for any 
client or subscriber. \ 


CONTENTS 



























































Trend of Events 411 
As I See It 

3y Charles Benedict 413 
What’s Ahead for the Market ? 

3y A. T. Miller 414 
Inflation for the Second Half ? 

3y H. M. Tremaine 416 
Production vs. Demand in 40 Leading Industries 

3y Frank R. Walters 419 
A Modern Rebirth for Fabulous Africa 

By V. L. Horoth 421 
Happening in Washington 

By E. K. T. 424 
As We Go to Press 425 
10 Selected Stocks Near Buying Point 

By The Magazine of Wall Street Staff 427 
Gold—The Price of Gold—The World Tied to American Dollars 

By Ward Gates 431 
A Diversified Stake in Dynamic Rail Equipments 

3y H. F. Travis. 434 
Investment Audit of Worthington Pump & Machinery Corp. 

By H. S. Coffin 437 
The Big Four in Meat Packing 

By Richard Colston 439 
The Future of Bank Stock Earnings 

3y James A. Finley 442 
For Profit and Income 444 
Answers to Inquiries 446 
Keeping Abreast 447 
3usiness Analyst 449 





Chart Credit (pages 435, 436, 437, 440, 441) 
I’. W. Stephens,15 William St., N. Y. C. 


Cover Photo by U.S. Steel 





Consrigh, 1947, by the Ticker Publishing Co., Inc., 90 Broad St., New York 4, N. Y. 
C. G. Wyckoff, President and Treasurer; Eugene J. Foley, Vice President; Arthur G. Gaines, 
Secretary. The information herein is obtained from reliable sources and while not guaranteed 
we believe it to be accurate. Single copies on newsstands in U. S. 50 cents; Canada, 55 cents. 
Place a standing order with your newsdealer and he will secure copies regularly. Entered as 
second-class matter January 30, 1915, at P. O. New York, Act of March 3, 1879. Published 
every other Saturday. 


SUBSCRIPTION PRICE—$12.50 a year in advance in the United States and its pos- 
sessions and Pan-America. Canadian and Foreign Postage, $1.00 additional per year. Please 
send International Money Order or United States Currency. 


TO CHANGE ADDRESS—Write us your name and old address in full, new address in 
full and get notice to us three weeks before you desire magazine sent to your new address. 


EUROPEAN REPRESENTATIVES — Int tional N. tp Eee 7 
an bs eee nternation ews Co d., Breams Bidg., 


Cable Address—Tickerpub 


DE SOTO 
“2 CHRYSLER 








PLYMOUTH 
DODGE : 
be 


4 





YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 





DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of one 
dollar and fifty cents ($1.50) per 
share on the outstanding $5 par 
value common stock, payable Sep- 
tember 12, 1947 to stockholders of 
record at the close of business 
August 18, 1947. If the proposed 
stock split-up becomes effective be- 
fore September 12, 1947 the divi- 
dend will be of seventy-five cents 
($.75) on each share of the new 
$2.50 par value common stock. 


B. E. HUTCHINSON 
Chairman, Finance Committee | 
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=) COLUMBIAN 
CARBON COMPANY 


One-Hundred and Third 
Consecutive Quarterly Dividend 
A quarterly dividend of 50 cents per 
share will be paid September 10, 1947 
to stockholders of record August 12, 
1947, at 3 P.M. a 
GEORGE L. BUBB 


Treasurer 








COLUMBIA 
GAS & ELECTRIC 
CORPORATION 


The Board of Directors has declared this 
day the following quarterly dividend: 





Common Stock 
No. 49, 15¢ per share 
payable on August 15, 1947, to holders of 
record at close of business July 19, 1947. 


Dare Parker 
July 10, 1947 Secretary 














Burroughs 


184rH CoNSECUTIVE CASH DIVIDEND 
A dividend of fifteen cents ($.15) a share 
has been declared upon the stock of 
3URROUGHS AppING MACHINE COMPANY, 
payable September 10, 1947, to shareholders 
of record at the close of business August 1, 
1947, 


Detroit, Michigan Geo. W. Evans, 














July 9, 1947 Secretary 
JOHN MORRELL & CO. 
i DIVIDEND NO. 72 
WleleKaim) A dividend of Thirty- 


PRIDE seven and one-half 
eeeley = Cents ($0.37%) per 
a share on the capital 
S stock of John Morell 
& Co., will be paid July 30, 1947, to 
stockholders of record July 12, 1947, as 
shown on the books of the Company. 
Ottumwa, Iowa. 

George A. Morrell, Vice-Pres. & Treas. 
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THE NATIONAL CITY BANK 


OF NEW YORK 


1812 — 135th ANNIVERSARY — 1947 
Head Office 55 WALL STREET : 


New York 





Condensed Statement of Condition as of June 30, 1947 


Including Domestic and Foreign Branches But Not Including The Affiliated City Bank Farmers Trust Company 











ASSETS 
Cash and Due from Banks . ; $1,301,215,569 
United States Government Obligations ‘(Direct 

OF PUY AaArAntee) 6 oc6 6. occ ce twee ee 2,154,497,314 
Obligations of Other Federal Agencies........ 25,678,216 
State and Municipal Securities............ 217,046,678 
MOET SPCUFIGIES:. . cco oi igh bcos s et atews ars 93,843,901 
Loans, Discounts, and Bankers’ Acceptances... 1,181,679,629 
Real Estate Loans and Securities............ 3,096,927 
Customers’ Liability for Acceptances . 13,366,224 
Stock in Federal Reserve Bank . 2 ss 6,900,000 
Ownership of International Banking Corpora- 

CTC ae ae RSs man ae eee: OUR eet ener eran eae 7,000,000 
Ne ee re ae ee ere ee 28.898,069 
Items in Transit with Branches. ............. 7,528.414 
RS MICIPINS RON os os. doa online bes 6 OS 6SSR SOS 3,494,982 

DROPIES. c 5 ois sues de Sod dhireeSiow ee bn $5,044 245,923 
LIABILITIES 
PSOE os susie oa beetles s LE CORN RRC $4,720,475,216 
(Includes United States War 
Loan Deposit $22,664,132) 
Liability on Acceptances and Bills. .$27,065,226 
Less: Own Acceptances in Port- 
CHC RSet eto \ Sar een 11,711,035 15,354,191 
Reserves for: 
Unearned Discount and Other Unearned 
BOROSTER i oS coe he Bie he eT. SE, 4.695,686 

Interest, Taxes, Other Accrued Expenses, etc. 33,034,529 

EO Ch Ce Re Pn EN a? 2 Bae RR Pet ere 4,650,000 
Capital . . $77,500,000 
Surplus. . .152.500,000 


Undivided mine . 36,036,301 956,256,001 


Ee OTe eT ee $5, 044 245,923 





Figures of Foreign Branches are included as of June 25, 1947, except 
those of the Dairen Branch which are frior to the outbreak of the War, 
but less reserves. 
$266,372,976 of United States Government Obligations and $2,588,219 of 
other assets are deposited to secure $218,225,035 of Public and Trust Deposits 
and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 


(dn Dollars Only— Cents Omitted ) 





DIRECTORS 


GORDON S. RENTSCHLER 
Chairman of the Board 


W. RANDOLPH BURGESS 
Vice-Chairman of the Board 
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AS BROAD AS BU StNWE SS EPSEES 


The Trend of Events 


COAL WAGE PACT... Terms of the new agreement 
between John L. Lewis and the mine operators have 


/ aroused debate at all levels and in all sectors as to 


their potential effect upon the economy. But time 
will be required to properly assess their impact upon 


| other wage disputes, prices, transportation rates and 


numerous other factors that weigh heavily in all in- 
flationary trends. Within a couple of weeks, Presi- 
dent Truman’s Advisory Council undoubtedly will 
give its views on the subject to the public, and 


' should disclose opinions from the White House 


angle. As one large coal operator has already been 
spurred by the wage boost to raise the price of deep 


' mine coal by 75 cents per ton, and that from the 


strip mines by 40 cents, it is perfectly clear that 
fuel costs of all enterprises using this fuel must soon 
mount. In turn this will inevitably stimulate higher 
prices for raw materials, manufacturers and dis- 


_ tributors of every description, but to what extent 


cannot yet be determined. As always happens at 
such times, though, prospective dangers ahead are 
apt to become magnified in the public mind. 

While the coal mine operators have been criticized 
for apparently giving in so readily to the Union 
demands it may prove that their reasoning was 
more sound than many people will now admit. Faced 


| with a sink or swim emergency, to be sure, they had 
| little choice in their decision, either for themselves 


or the entire economy, unless the Government once 
more forced itself into the picture, this time per- 


haps permanently. On the other hand, regardless of 
an uptrend in operating costs, the whole stability 
of the economy rests upon full production without 
serious work stoppages. Hence the price to be paid 
may prove cheap for everyone concerned. Now that 
term wage contracts have been made in practically 
all of the major industries, full speed ahead for 
many months to come, without disruptive strikes, 
at long last may show what the American Way can 
really accomplish. In any event, with adequate fuel 
supplies now assured, producers of steel and other 
raw materials can get into their stride to expand 
the production of their customers, thus hastening 
the day when supply and demand reach a happier 
balance all through the economy. In this event, the 
curative effect of competition upon high prices will 
just that much sooner become expressive. As a 
result of the coal wage pact, according to press re- 
ports, some of the mine workers themselves are 
skeptical about the gains they apparently have re- 
ceived, in view of potentially higher living costs 
they may have now created. This is a good sign, for 
it shows that workers are doing more thinking than 
their leaders. For the first time in the Nation’s 
history, there are now a full 60 million employed 
throughout the country, and generally at peak wage 
levels. This signals hope that ample purchasing 
power will be available to absorb most of the goods 
which producers can turn out and refutes prophets 
of a coming depression. Perhaps this vision is more 
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desirable than a repetition of last year’s turmoil 
when disputes over coal wages threw the economy 
into a tailspin. 


RAIL RATES ... It is to be hoped that pleas of the 
railroads for higher fares will not fall upon unre- 
ceptive ears in the Interstate Commerce Commis- 
sion. For years past now, utilities of every kind 
have been subjected to controls with varying ex- 
perience. On balance, producers of heat, light and 
power appear to have achieved more consistent 
growth and more stable earnings than have most of 
the railroads. Additionally, the service they have 
been able to render to the public, as well as their 
charges, have met increasingly widespread approval 
from every direction. Accountable for these advan- 
tages, perhaps, is the fact that State authorities 
have been more practical and liberal than the poli- 
tically influenced authorities in Washington, espe- 
cially during New Deal years. Granted a degree of 
high-mindedness on the part of the ICC, they have 
generally been slow in responding to requests for 
higher rates. In part this has been due to bred-in- 
the-bone policies to hold transportation costs low 
to curry public favor, and in times past with the 
thought that ownership of the rails, rather than 
mere control, would eventually be desirable for the 
Government. To permit the railroads generally to 
make anything like excellent profits would ap- 
parently savor of a cardinal sin. Under current con- 
ditions, when the smooth functioning of the entire 
economy depends upon the basic factor of transpor- 
tation, rail equipment is woefully scant and by 
rights billions of dollars should be spent to replace 
obsolete cars and locomotives. Wages costs have 
soared, along with prices for fuel, and in coming 
months are certain to rise still further. As the 
recent pleas for higher rates did not take into con- 
sideration the further squeeze upon operating in- 
come that the rails must experience in near term 
months, the ICC in all sense should step to the 
rescue with even more generous rates than those 
asked for. If Free Enterprise really is to feature 
the American program, huge amounts of new capital 
must be raised from some source to keep the rail- 
roads abreast of the times in the newly formed race 
for modernization. Unless the time worn fallacy that 
the innocent taxpayer should provide the necessary 
funds, and the Bureaucrats can do a better job in 
handling them than could private management, is 
revived, ample net earnings for the railroads should 
be actively encouraged by the ICC. As statistically, 
the agency is crammed with all essential facts 
needed for a quick decision, public thinking would 
applaud rapid action on their part. 


FREE ENTERPRISE ... Late in June, Charles E. Wil- 
son, president of General Motors Corporation, ap- 
peared by invitation before Joint Congressional 
Comittee on Economic Report to clarify some of his 
views as to what wil be needed in the economy to 
achieve stabilization. The soundness and fairness of 
Mr. Wilson’s clear thinking must have deeply im- 
pressed his listeners, as would also be the case if 
all employers and workers could study his reasoning. 
Among many facets of the problem from the view- 
point of industry, he points out that during an in- 
flationary period, prices have to go up even faster 


than wages in order to keep business going. This is 
because at such times, the average 15% of volume 
left after payment of salaries and wages has to 
expand dollarwise in corporate treasuries and in in- 
vestors hands, or enough capital could not be ac- 
cumulated to maintain a high level of production. 
Hence to conceive that a high level of employment 
can be maintained only by rapidly increasing the 
wages of factory workers is a serious economic 
heresy, despite all said to the contrary from many 
directions. No nation ever achieved prosperity by 
such falacious reasoning. It is only because the 
American worker with his bulldozer, for example, 
can accomplish 1000 times as much as a Chinaman 
with a pick and shovel that our living standards are 
what they are. As wage boosts force the price of 
the equipment up along with needs for more capital, 
Mr. Wilson’s logic carries common sense. 


From another viewpoint, the address deserves 


special comment, too. The idea is presented that the | 


workers themselves have much to contribute in help- 
ing to balance supply and demand, increase produc- 
tivity and prevent unemployment. Unless they are 
basically willing to forego featherbedding practices 
and use the improved processes and superior tools 
furnished, they check all progress toward the essen- 
tial goal, both for themselves and for their em- 
ployers. Additionally, Mr. Wilson points out that a 
willingness by workers to learn new jobs, if neces- 
sary, would help much in sustaining employment at 
high levels. To us this seems of transcendent impor- 
tance, for during the near term, many industries 
are certain to experience labor shortages, while 
others will be laying off workers under the impact 
of competition and over production. In other words, 
there may be ample jobs available for workers suf- 
ficiently resourceful to make an occupational change. 
If industrialists will or can supply the improved 
tools, strive for better quality goods and avoid over- 
pricing of their wares, Management and labor to- 
gether can hold employment at high levels for a 
long period, if they will, and without interference 
from too many buteaucratic controls. 


FEDERAL ECONOMIES... . The new Commission soon 
to start a comprehensive study of government activ- 
ities of every kind, to establish possible budgetary 
trimming, is facing an immense task. But beyond 
any doubt, such an undertaking has been long over 
due for many years past. Offhand it might be 
thought that the House Appropriations Committee 
members who since last January have concentrated 
on this very subject, might by this time have all 
essential information at their finger tips. The cyni- 
cal remark by an Administration official of late, that 
no member of Congress had a real understanding of 
how the Government is run, or how the myriad 
bureaus function, though, probably had more than a 
grain of truth. Under the New Deal, additional 
agencies and their subdivisions blossomed forth 
perennially, until their numbers and budgetary re- 
quirements reached confusing totals, especially dur- 
ing war years. To analyze competently just what 
each one does in detail and to assess its fundamental 
value to the public will require the full time study 
by a Commission for a longer time than heretofore 
has been considered neces- (Please turn to page 460) 
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GREAT deal of time has been lost in finally 

arriving at the conclusion that the political and 
economic viewpoints of the United States 
tussia are irreconcilable. We could have prevented 
much that has taken place if we had recognized this 
truth earlier. But too many in high places refused 
most unrealistically to accept the evidence of their 
eyes and their minds. It seemed so incredible that 
any nation should seek to destroy instead of build. 
And yet, that _was 
what Russia was do- 
ing when she moved 
to enforce and tighten 
up her autocratic hold 
on her own _ people 
and went about ex- 


and 


"The State of the World” 


Austria and strongly entrenched in France, hoping 
by this means to sabotage the economic coalition of 
the Western democracies. 

It seems that Russia’s first reaction is always 
negative. And, vet if the Kremlin’s dream of a great 
empire is to emerge from the ashes of the holocaust 
of World War II, then the U.S.S.R. must build 
strongly economically and financially. I doubt 
whether the methods used will enable Russia to do 
this — or to develop 
an industrialization 
that will at all com- 
pete with either that 
of the United States 
or Britain. This is 
mainly due to lack of 
know- 


temperament, 


panding this rigid 
how and capacity to 


+ | program in every 

% country in which she produce, even though 
| gained a foothold. the Kremlin has 
— That is why I robbed every country 
ri fought against ap- in Europe of its best 
‘ peasement for so technical and _ eco- 


nomic brains. 





long and sought in- 
stead for a_ policy 
that would strengthen 
our position in such 
a way as to enable us 
either to live side by 
side peacefully with 
the Soviet system — 
or bring about a mod- 
ification that would 
establish true democ- 
racy for the Russian 
people. In either case 
it called for a strong United States, and for the kind 
of leadership that could cope with the revolutionary 
tactics of destruction employed by our opponents. 
Tactics that were in so many ways based on theories 
that ran counter to our way of thinking which is 
cooperative and of a constructive nature. 

The Marshall plan for economic rehabilitation of 
Europe forced the showdown and is fast clearing 
the air regarding the status of the various countries 
in their relations to Russia. We just had to know 
where we stood if we were to proceed with our task 
of bringing economic stability to the -war-torn 
nations of Europe. We had to prevent the chaos that 
would result if inaction continued. 

The withdrawal of Czechoslovakia seemingly at 
the command of Moscow, closes the door on open 
participation of Russia’s satellites. Evidently the 
Soviet leaders believed that it would strengthen 
their hold on these countries if they moved to pre- 
vent an exchange of trade between Eastern Europe 
and the Western democracies. They evidently 
thought that it would enable them to intensify their 
destructive forces already operative in Germany and 
JULY 
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in the St. Louis Post Pispatch 


Fitzpatric® 


In the meantime 
Russian greed has al- 
ready weakened the 
foundation of her 
erstwhile empire. Al- 
ready the Soviet 
Union has so ex- 
tended its borders 
over such a vast area 
as to make her ex- 
tremely vulnerable. 
At the same time she 
has diluted her military strength by having pressed 
into her armies the unwilling manhood of the vari- 
ous nations she has overcome. And, having killed 
off so much of her own best brains, Russia is bound 
to find the personnel necessary for control of her 
vast territories inadequate to meet the situation— 
if we press her hard now while these territories 
are so loosely held. 

Up to now they have ben counting on their fifth 
columns but already there is evidence that Russian 
ruthlessness is weakening the adherence to her 
cause in many quarters. In fact it is fear of Russian 
aims which has produced the firm stand in England. 
and France in support of the Marshall plan. After 
all, it is Western Europe that contains the great 
coal and industrialized centers which properly oper- 
ated in collaboration with the United States and 
Britain could play a most important part in any 
rehabilitation program, making it highly desirable 
for Russia to modify her demands and point of view 
if we persist with strength and determination. 

The policy of going it alone, without Russia, has 
had interesting repercus- (Please turn to page 460) 
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Market action is definitely encouraging, hold- 
ing potentiality for substantial further recovery 
on the basis of widely increased confidence in 


the business outlook. We think some selective 


B ict has become well night unanimous that the 
long expected business recession is, at worst, a con- 
siderable distance ahead. Fear of — or hope for — 
materially lower commodity prices any time soon 
has been virtually abandoned. Instead, it is reckoned 
that the extravagant terms of the coal wage settle- 
ment have made another whirl in the inflation spiral 
likely. Hope that corporate earnings will hold around 
present high levels through the second half-year 
has replaced doubt that they would. 

Against the background of this shift in business 
and investment psychology, the technical evidence 
provided by stock market action has improved 
sharply since our preceding analysis was made, and 
especially so over the past week. Despite the fact 
that a considerable recovery from the May lows has 
already been recorded, the demand for stocks has 
not diminished, but increased; the supply for sale 
has not increased but fallen off. In short, renewed 
confidence appears to have begun to feed on itself. 





What’s Ahead for the Market? 


buying is called for, as detailed below. There 
are reasons for questioning whether this is a 
major bull market, although the possibility is 


recognized, 


By A. T. MILLER 


Support Indicator Gives Buy Signal 


In reflection of this, the Magazine of Wall Street’s 
comprehensive weekly indexes reached new recovery 
highs for the move from the May lows. The Dow- 
Jones industrial average bettered its previous 1947 
recovery high. Finally, on July 10, our Support In- 
dicator, charted on this page, gave a buy signal. 
Experience with it suggests the probability of at 
least a substantial further intermediate rise, and 
the possibility of a bull market. There is no way of 
predetermining which it will be, as we have empha- 
sized before in commenting on this device. 

The last previous buy signal given by the indi- 
cator was last January 18. That was followed by a 
rise of roughly 10 points in the Dow industrial 
average, which topped out in the second week of 
February. As will be detailed hereafter, there are 
some cogent reasons for doubting that the move 
now under way will fan out into a bull market, al- 

though they cannot foot up to any- 
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thing like certainty. On the other 
hand, there is a good possibility that 
the further rise now signalled as 
320 probable may exceed that, perhaps 
310 even by a considerable margin, which 
followed the January 18 “crossing” of 
the supply-demand lines, despite the 
ate fact that the present signal comes at 
260 an appreciably higher point in the 
270 year’s price range than did the former 
sis one. 

One consideration pointing that way 
ase is that, as compared with January- 
240 February, confidence in the business 
230 outlook, at least for 1947 as a whole, 
is much higher and more general. An- 
other is that,, because of the further 
rise in dividends, average yields on 
common stocks are considerably higher 
than they were at the peak of the 
intermediate rally in February. 

Assuming that these considerations 
will support a further rise, it probably 
offers substantial profit opportunities 
in selected stocks—such as are pre- 
sented and analyzed elsewhere in this 
issue—for many stocks, as well as the 
market as a whole, are considerably 
more depressed than is the Dow in- 
dustrial average. For instance, with 
this average already in new high 
ground for the year, our weekly index 
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of 100 high-price stocks has 


made up only 76% of its YEARLY RANGE 





























TREND INDICATORS 


February-May decline, the  |2so/2°7—*5'997-*5|1987-45),,, 
index of 100 low-price stocks 100 HIGH | 100 LOW) = M.w S. 
only 52% of it, the combined STOCKS. | STOCKS; Jon | 26° 
index of 304 stocks only 65% — {200 240 -— 
of it. a 
Let us turn now to the ques- 
tion of abull market. Ifthisis | 1se 200 
such, it has to be a new one. me 
It is not possible to reason | 
that a decline of the scope of | °°} t | 160 
that from the May, 1946, | | | - 
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was simply an_ unusually 
great and protracted reac- 
tion in a bull market which 
has now been resumed. There 
has never been such a phe- 
nomenon in-all market his- 
tory. That it is a new bull 
market is possible, yet this 
also would be something 
unique in market history. it 
would mean that we have 
gone through a major transi- 
tion from bull market to 
bear market and then to an- 
other bull market without 
any comparable change in 
the business cycle. It would 
mean that a new bull market 
starts at what is generally 
conceded to be a top level, 
or virtually so, in business 
activity and aggregate 
profits. That has never hap- 
pened before. 

A rise in the Dow rail 
average above its February 
high would be accepted as a 
Dow Theory bull signal, per- 
haps inducing further buying. Bear in mind that it 
could conceivably be a false signal. They have not 
been unknown; and it must be noted that over the 
last nine months or so the divergence between the 
Dow averages and other recognized indexes has been 
the most marked ever known. This must mean that 
the longer the Dow averages go unrevised, the less 
faithfully they record the actual price movement. 
In the case of industrial and rail indexes, or aver- 
ages, which made new bear market lows in May, it 
would be impossible to get positive bull-trend evi- 
dence on the current upswing, no matter where its 
top may be. 


YEARLY RANGE 
DOW-JONES INDUSTRIALS 


1936 =—- 1945 


DOW-JONES RAILS 


MILLION 
SHARES 





Business and Earnings 


If business recession has simply been deferred by 
a matter of months, it means that the next change 
in average company earnings will nevertheless still 
be downward. If there is not going to be any reces- 
sion at all, it means that we remain on about the 
present high plateau until abnormal demands _ in 
most lines are filled or until too many industries 
price themselves out of the market. Either way, it 
seems improbable that average earnings will rise 
further, though additional gain is no doubt possible 
JULY 
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in some individual company situations. Profits right 
now are at a rate nearly double 1929, and even in 
ratio to sales are about as high as they have ever 
been. If there is to be extra profit out of every wage 
and price increase, it should not be hard to see that 
this is asking for trouble, and plenty of it, even if 
the pay-off can be deferred for quite a time. 

If we are correct in questioning whether total 
earnings have a significant further rise ahead, the 
basis for a sustained bull market is proportionally 
questionable. The market rise in that case is merely 
a reflection of the willingness of people to put a 
higher value on existing earnings because of greater 
confidence that they will continue for a considerable 
time. That is a limited price adjustment, as com- 
pared with a bull market; but it could widen the 
year’s trading range to date, on the top side, by a 
good margin since, from some points of view stocks 
are rather reasonably priced. 

We have heretofore recommended 50% invested 
positions, 50% reserves, in typical accounts. We 
now advise that about half of reserves be used for 
selective purchases by those able and willing to 
assume the risk implied in this analysis in that we 
cannot say with conviction that the chances strongly 
favor a major bull market. Monday, July 14. 
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By H. M. TREMAINE 


es for inflation in the second half of 1947 
have received a sharp stimulus from the coal wage 
agreement. Workers in others fields will not be satis- 
fied with less generous treatment and so payroll 
costs will mount in the coming months. Being a very 
substantial part of operating expenses these higher 
wages must be offset either by greater productivity 
or the increase in prices of manufactured products, 
transportation and services. While it is to be hoped 
that increased man-hour output will help offset the 
burden of himher wages, it is more likely that prices 
will be raised again—adding another swing to the 
inflationary spiral. President Truman has just ap- 
pealed to the coal and steel industries to wait until 
“a fair test” has been made of the effects of in- 
creased wages for mine workers before making any 
price inereases. 

In Spring of 1946, the wave of strikes and wage 
increases in certain industries, while initially in- 
flationary, soon proved deflationary in that they 
speeded consumer resistance to rising prices. This 
mounting consumer resistance, at a time when there 
were appearing in the newspapers forecasts from 
OPA officials of big price increases when price con- 
trols were removed, caused price drops, notably in 
luxury goods. Following the break on the stock 
market last Fall, the generally accepted theory in 
government and business circles appeared to be that 
a recession or possibly a depression was inevitable. 
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Recently, opinions of the future have ranged from 
those, such as certain followers of ‘‘cycle” theories, 
who look for a severe depression lasting for several 
years, to others who contend that no “recession” is 
possible at this time. Announcement of the Marshall 
plan, the rally on the stock market and the sharp 
rise in certain commodity prices have been among 
developments cited as justifying a more hopeful 
view about the immediate future. 


Three Inflationary Factors To Watch © 


Viewing all factors, however, neither undue pessi- 
mism nor excessive optimism appears warranted for 
the period immediately ahead. For the next six 
months, at any rate, the probabilities seem to favor 
a slow and perhaps irregular further decline in 
industrial production. 

Three important inflationary factors, most closely 
watched because they are only temporary, have 
been: (1) inventory accumulation; (2) deferred 
demands; (3) the abnormally high export balance. 

Although in some lines inventories in the hands 
of retailers, particularly, are now up to normal and 
in certain cases even excessive, in general inventory 
accumulation is still low in relation to current vol- 
ume of business. Where price reductions have 
started, or are believed imminent, buying tends to 
be cautious, and if we are to have a general collapse 
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in the price structure even present inventories can- 
not be considered low. However, for various reasons, 
a general price collapse does not appear imminent. 

What is likely to happen is a continuance of ad- 
justments where production or supplies have 
reached or passed demand. An instance of what to 
expect already has occurred in the case of liquor. 
In anticipation of rising liquor prices, on lifting of 
OPA controls, many liquor distributors stocked up 
three or four months in excess of normal supplies. 
Prices did not advance, and in recent months it has 
been necessary to ‘digest’ excess liquor stocks at 
the retail end. Result has been a decline in sales by 
the liquor distillers. In the case of liquor, the adjust- 
ment is now about completed, and in view of the 
relatively low level of matured liquor stocks in the 
country, some are looking for a considerable recov- 
ery in distillery company sales before the end of 
the year, and higher sales may well continue for 
some time. 

The same “adjustment” already has taken place 
in other “luxury” lines in recent months, is likely 
to be extended to lines where productive facilities 
were greatly expanded during the war, many new 
companies sprang up producing on an uneconomic 
basis (due to OPA pricing regulations), and where 
supplies have now caught up to demand. So long 
as the “adjustment” does not hit all industries at 
the same time, the transition period is unlikely to be 
very serious, so far as the national economy is con- 
cerned—it is when all industries are going through 
adjustment, or deflation, at the same time that we 
have a “depression.” At the moment, it does not 
appear likely that the adjustments in various in- 
dustries wil be timed simultaneously. 

For instance, in radios, new and “unknown” makes 
already are cluttering up retailers’ shelves in metro- 
politan centers, despite price reductions. But de- 
ferred demands for farm machinery, railway equip- 
ment, automobiles and other “heavy” lines continue 
huge, and are unlikely to be met before the end of 
this year. 


In the case of various durable goods, deferred 
demands should absorb maximum production for the 
balance of the year. Export needs for durable goods 
still are to be met, in addition to domestic demand. 


Present Export Balance Abnormal 


This country’s present export balance obviously is 
abnormal. The State Department is predicting ex- 
ports for all 1947 will total $16 billion. This is equal 
to 46% of the U. S. national income in 1934. First 
cuarter exports were the highest in the country’s 
peacetime history, and second only to the second 
quarter of 1944 when about 90% of U.S. shipments 
were for lend lease or relief. The export balance in 
the first quarter of this vear reached $3 billion. 

The big problem, as regards exports, has not been 
demand, but means of payment. The Marshall plan 
would facilitate continuance of a high rate of ex- 
ports. However, its importance is more for the 
longer term, than for the next six months. Russian 
opposition is a problem to be contended with. Even 
though democratic countries may attempt to work 
along the lines of the Marshall proposals, the hos- 
tility of Russia and its satellites is a factor that 
cannot be ignored. European countries must agree 
upon a joint reconstruction plan and specify the 
amount and kind of aid from the United States re- 
quired to carry out the program. Finally, approval 
by Congress of any plan must be obtained. At best, 
delays must be expected. 

However, for the next six months the Marshall 
plan will not be needed. Several billion dollars of 
loans are still to be drawn upon by foreign bor- 
rowers, also Export-Import Bank loans can be used, 
and funds will be provided by the International 
Bank for Reconstruction and Development and the 
International Monetary Fund. In addition, foreign 
countries still have nearly $20 billion in gold and 
dollar resources. 

Foreign countries also can use various means to 





In the case of farm 
machinery, the farmers 
are willing — and able — 
to pay for machinery to 
offset high farm labor 
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costs. Farm income cur- 
rently is at a new record 
level. For the first five 
months of this year 
farmers received over 
$10 billion, a gain of 
30% over corresponding 
1946 period. So long as 
we continue the present 
high rate of food ex- 
ports, at the same time 
meeting domestic food 
demands, prices for farm 
products. will continue 
high, and the farm in- 
come will stay at rela- 
tively high levels. This 
vear, crops in Europe are 
poor, crops in the United } | 
States good, and for the } | 
balance of the year food | 
exports should continue 
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obtain American dollars. Holland has been obtaining 
American dollars as a result of sale of U. S. securi- 
ties on American markets. In recent weeks, France 
has announced it is requisitioning American securi- 
ties owned by its nationals, and will sell these Amer- 
ican securities to obtain dollar credits to finance 
exports, as well as support the franc. Such moves, 
while a temporarily deflationary influence on Ameri- 
can stock markets, are not deflationary for the gen- 
eral U. S. economy, for the immediate future. 

Recent further wage increases in certain indus- 
tries may prove inflationary at first but later prove 
deflationary. The apparent immediate result would 
be an increase in purchasing power. But the wage 
increases in key industries is not adding money, or 
productivity, to the economy. It is widening the 
disparity in purchasing power among various 
groups. High prices themselves are not so much a 
cause of concern; it is maladjustment, the lack of 
balance, caused by certain incomes, and prices, go- 
ing up, while other incomes have not kept pace. 

Total wage and salary payments are at an annual 
rate about 143% over the average of the prewar 
year 1939, but factory payrolls have risen 240% 
and in some key industries the rise has been even 
sharper. The high farmer income already has been 
mentioned. But for millions of consumers the in- 
crease in income has lagged, and has not kept up 
with rising living costs. 

With wage payments up 143% and raw material 
costs up 130% over 1939, it is not surprising that 
average prices of manufactured foods have increased 
80% 

Rising wage payments in the coal industry, and 
rising prices have contributed to the upward climb 
in such important prices as steel and transportation 
—cost increases that spread throughout the 
economy. 

According to government figures, the average 
gross salary in the United States is $47. With prices 
of food and other necessities high, itis obvious that 
the “average” consumer must show discrimination 
in his purchase of non-essential goods. 


Consumer Resistance In Some Lines 


Such consumer resistance, felt initially in certain 
luxury lines, is likely to spread. Already its effect 
may be seen in the falling off in residential con- 
struction. 

In the cases of construction, plant expansion— 
even after taking into account deferments because 
of high building costs—will keep building material 
manufacturers busy the rest of this year. But con- 
struction employment seems likely to become spotty, 
with unemployment in certain localities. This may 
tend to arrest the recent trend to declining produc- 
tivity in the building industry—at a time when pro- 
ductivity in most other industries has been increas- 
ing. Also, it should stimulate a start toward lower 
costs, aided by the automatic decline in building 
costs that end of material “bottlenecks” already is 
bringing about. 

The concentration of building activities on new 
plant development eventually will increase produc- 
tivity, and tend to rectify in time excessive wage 
costs in some industries. 

The present high level of retail trade should not 
be given too much weight, in gauging the future. 
Retail trade reflects present peak employment. As 
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long as employment is at a peak level, and there 
are wages to be spent, wage earners will spend it. 
With any increase in unemployment, and spread of 
job uncertainty, retail trade can fall sharply. Also, 
the high level of dollar volume of sales reflects to 
some extent present high prices. 


Consumer Credit Can Expand 


Cushioning any decline in retail sales is likely to 
be the effect of probable increase in consumer credit. 
In dollar terms consumer credit at present appears 
large. At the end of April this total stood at $10.2 
billion, or 6.0% of total income payments for the 
first quarter of 1947 projected to an annual basis. 
But in the years 1936-39, the same relationship 
placed consumer credit at 10.5% of income pay- 
ments, or nearly double the current ratio. In prewar 
years consumer loans averaged 18.1% of sales of all 
retail stores; today the ratio is only 10.7%. Thus, 
there still is room for considerable expansion in con- 
sumer credit before return to “normal.” 

Overlooked by some is the fact that the Govern- 
ment this year has shifted from being an inflation- 
ary force in the economy, and is now a deflationary 
factor; the Government is taking out of the economy 
more than it is putting in. In its cash budget, the 
Government is taking in from $7 billion to $8 billion 
more than it is pumping out. 

Since the turn of the year, the Government has 
retired public marketable debt up to a total of $714 
billion. This is considerably less than the $23 billion 
retired in the last 10 months of 1946, but the effect 
on the economy is much different. 

Last year debt redemptions were achieved mainly 
by drawing down idle Government deposits held in 
War Loan account with the banks. Intake of tax 
and other revenues exceeded cash outgo by no more 
than $1 billion. This year, debt is being retired pri- 
marily out of cash surplus. In other words, the 
money is being taken from the spending stream 
through various taxes. Actual withdrawals from 
the spending stream are even greater than indi- 
cated, partly because cash income is much greater 
than “net receipts,” and also because some tax col- 
lections are not included in “net budget receipts.” 
Present high taxes are a deterrent to business ex- 
pansion, and no relief is in sight for the balance of 
this year. 

Action of the Treasury in unpegging the Treasury 
bill rate, while of no immediate effect upon the bond 
market or interest rates, has deflationary signifi- 
cance in that there is a hint of eventual tightening 
of credit. 


Cushions for Declining Industrial Activity 


Assessing the various factors and influences, there 
is basis for expecting during the next six months 
a decline in industrial activity in some directions, 
with such decline cushioned by the continued heavy 
demand for durable goods, by a money supply that 
should not be far below last year, by continuance 
of high export shipments. 

The adjustments in the economy that are now 
taking place, and are likely to continue, may be the 
means of averting any serious depression in the 
near future. 

End of the latest world war came at a time when 
memories of mistakes (Please turn to page 456) 
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COMMENTS 
ASBESTOS - Sane + $$ $$_$_$_— 
In spite of a record breaking peacetime demand, output of the leading makers 
of asbestos products promises to be adequate enough to assure shipment within 
a reasonable period. The chances for over production in this special field are slim. 
AUTOMOBILES — -—--———_-- —— : ss 
Output steadily increasing but still far below capacity due to shortage of essen- 
tial materials and parts. For at least a year to come demand should outstrip 
production. 
AUTOMOBILE ACCESSORIES —————_—. ae — 
Between replacement demand for spare parts used on old cars and orders for 
original equipment, the latter on an increasing scale, backlogs of this industry 
are likely to expand rather than to contract. 
BITUMINOUS COAL 
Prior to the recent shutdown in the mines, this basic industry proved that it could 
meet all of the huge demand for its product. With unlimited supplies underground 
and working at full speed, shipments on orders will be restricted mainly by trans- 
portation problems. 
BUTTER = 
Production of butter has increased to a point where the supply is ample to meet 
demand, but not yet sufficient to weaken prices materially. 


CANNED FOODS ~ ~ - —— ——--— - 
Demand and supply are in desirable balance with large stocks in warehouse likely 
to become rather heavy before long. Frozen foods, too, are even in a status of 
oversupply. 

CANNED MILK - -- -— 

A seasonal increase in production has pushed output close to the high level of a 
year ago. Demand continues to swell domestic and export orders but shipments 
are prompt. 

CEMENT — ——— — — — —— 
Widespread demand for cement promises to keep the producers very busy for an 
extended time. but deliveries are fairly prompt, dependent upon adequate trans- 
portation facilities. 

CIGARETTES - - eee EE 
Producers in this field are enjoying a demand of sizeable proportions and with 
no letup in sight. Tax paid withdrawals are lower but production is at high levels. 


CIGARS ————_________—— 


April production of cigars fell to the lowest level in more than a year, indicating 
that supply had overtaken demand to a considerable extent. 


COTTON GOODS —— _——— << m  —- 
While makers of these textiles recently caught up with demand generally, and 
curtailed production somewhat, a late uptrend in orders is surprising the pessimists. 
CRUDE OIL — — —— 


Unexpectedly large demand keeps output close to record breaking levels of more 
than 5 million barrels daily, with recent production even exceeding war-time peaks. 








FARM EQUIPMENT ££. @@ —_—_— 
With good prospects for record breaking farm income, it is more than ever clear 
that facilities to produce equipment sure to be ordered cannot match the swelling 
demand during the current year. 
FLOOR COVERINGS—_——————- - 
Leaders in this industry are experiencing such an inflow of orders that they see 
no hope of achieving a production status this year that would fully balance 
demand. 

FLOUR ee —————_—_—_——_——— 
Raising of grain restrictions has brought increased production in its. wake, 
though output is a bit lower than a few months ago. Steady domestic and foreign 
demand causes a rapid turnover. 

ra Cs — ———— — . 

Strides in the engine field towards Dieselization, and increased demand for fuel 
heat are combining to overstrain current productive facilities and with no signs 
of near-term easing. 
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COMMENTS 


FURNITURE 
~— mahogany and walnut furniture production is still less than demand, output 
in other materials is near normal in relationship. Buyers are making large pur- 
chases but are now in the saddle. 

GASOLINE 
With new cars swarming on to the roads and industrial demand heavy, it looks 
as if more than a year must elapse before additions to facilities can expand 
production to meet all demands promptly. 











Makers of flat glass stepping up production as activity in construction and auto- 
motive fields expands. Ample supplies of raw materials and modernized opera- 
tions have brought demand and supply into favorable balance for makers of both 
flat glass and containers. 


GOLD 


During the current year miners of gold have been steadily pushing their production 
toward higher levels, as the labor supply became somewhat more adequate. World 
demand for this mineral of course has become stronger than ever. 

GYPSUM 


Record output of this building material is reported and is likely to continue for a 
long time. But facilities appear to be ample to assure fairly prompt shipments of 
incoming orders. 


IRON AND STEEL 











Capacity operations in practically all divisions nearing. Production unlikely to 
balance with demand until year end, with sheet steel scant still longer. 


INDUSTRIAL CHEMICALS 


With each month that passes, output of many chemicals establishes new records. 
Demand for alkalies may exceed supply for months to come, but production of 
numerous other items is in better balance, despite large incoming orders. 

LEATHER 








Output of tanners is at the fastest pace since VJ Day, and with adequate supplies 
of hides, production is nearly in desirable balance with a large demand. 


LUMBER 


Recent slight dip in production due to price resistance by home builders. Demand 
likely to rebound soon, and apparently is about in balance with supply under 
current conditions. 








MACHINERY 
Production below wartime peak but makers of heavy capital goods near maximum 
level without overtime. Status of machine tools closer to d d. Orders subst 





tial but spotty. 
MALT LIQUOR 


A declining demand has tended to slow up production of ale and beer since last 
Christmas although output is considerably above a year ago. These items are in 
adequate supply. 

MEAT. 


Despite record breaking shipments of animals, the packers have hard work in 
keeping abreast of incoming orders for meats. Supplies are ample but insistent 
demand keeps prices up. 

NEWSPRINT 


Despite a steady increase in output, the facilities of this important industry are as 
yet hard pressed to fill the abnormally heavy demand. By the year end a better 
balance may come, but this remains to be seen. 

NON-FERROUS METALS 
Steady uptrend in production by refiners and smelters but scarcity of copper sup- 
plies checking full output. Same is true of fabricators. Demand largely exceeds 
supply. 
PAINT 
While paints are in far more adequate supply than was the case a few months 
back, demand continues to keep producers busy at top speed. Were supplies of 
linseed oil more ample, the supply-demand factor might be nearly in balance. 
PAPERBOARD 


Industrial demand for cartons and containers is so insistent that facilities have 
been pushed to the limit in an attempt to keep up. New plant additions may soon 
modify the strain. 

PULP 


Demand for this essential material continues so strong that for many months to 
come the capacity of the industry seems unlikely to meet it in full, though produc- 
tion is consistently expanding. 

RAYON 


























Not until large scale expansion programs are completed in the next two years do 
the major producers of rayon hope to achieve a balance with steadily growing 
demand. This applies to both yarn and finished goods. 
RUBBER GOODS 2 a —— 
Signs are becoming clear that production of tires is trending to slow down as 
demand for replacements slowly declines. Other rubber items, though, are being 
turned out at full speed. But all divisions should be kept very busy for months 
to come. 
SOAP 
A steady uptrend in production of soaps indicates that no downtrend in demand 
has yet appeared. Output is at highest levels for many months past and might be 
higher yet if a more ample supply of certain ingredients existed. 
SHIPBUILDING 
Productive capacity of this industry is far from being utilized under current condi- 
tions and the prospects for any improvement are indeed gloomy. Repair work in 
the main is keeping some yards open. 
SHOES 
Now that pipelines have been fairly well filled and a seasonal production decline 
has set in, a recent dip in output has occurred, but demand continues at a high 
level. 
WHISKEY oe 
Increased availability of grains has spurred production in this field, but declining 
demand and high prices for corn and wheat have caused a downtrend in output 
from month to month. 
WOOLENS age \ re > 
tive capacity exceeds deman or some lines, especially so 
ee ee Co a how England mills have closed down, but larger units 
are doing an excellent business. 
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By V. L. HOROTH 


w good deal has been heard about the coming 
dissolution of the British Empire. But those people 
who have been so eager to sound its death-knell 
have not counted on the pluckiness and the inge- 
nuity of the British people who now, as many times 
in the past, are showing their ability to make the 
best of a bad situation. Although Great Britain is 
retiring from India, Egypt, and Burma, she still 
controls vast and economically important areas, par- 
ticularly in Africa. She has decided to close the door 
on the old imperial colonialism, based on the benev- 
olent exploitation of the natives. Instead, the col- 
onies are to be developed not primarily for the 
benefit of the mother country, but with regard 
fundamentally for the well-being of the natives. This 
is to be done through education, through greater 
participation of the natives in colonial administra- 
tion, and, above all, by raising the native people’s 
standard of living. The last can be accomplished, of 
course, by increasing the native’s productivity 
through the use of more modern tools or through 
more efficient farming practices. The remark that 
the British are building ‘‘the third British Empire” 
is indeed quite meaningful. 

An important step in organizing “the third British 
Empire” was taken last month. Mr. Arthur Creech 
Jones. the Socialist Secretary of State for Colonies, 
announced in the Parliament that the British Gov- 
ernment would set up a $400 million corporation 
that would help in the economic development of the 
colonies. It is to be operated along commercial lines 
and will make loans to colonial development com- 
panies as well as to private enterprises in much the 
same way as the Export-Import Bank does in the 
Western Hemisphere. Most of the necessary funds 
are to be raised in Great Britain, but a part, it is 
hoped, is to be provided by the World Bank. This 
will enable the new corporation to finance some of 
the capital equipment purchases in the United States. 
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The British are building ‘‘the 
third British Empire” in Africa 
as they retire from India 


Large Scale Peanut Growing 


Even though the colonial development corpora- 
tion is still in the blueprint stage, several projects 
have already been started. Probably the most impor- 
tant of them is concerned with large-scale growing 
of peanuts. They are to be raised on some 31, mil- 
lion acres in Kenya, Tanganyika, and Northern Rho- 
desia, all colonies in British East Africa. The project 
will cost about $100 million, and the primary pur- 
pose is to produce the largest possible quantity of 
peanuts (for peanut oil) in the shortest practicable 
period. The project is being planned and executed by 
the United African Company, one of the subsidiaries 
of Lever Bros. and Unilever. Each 30,000 acres are 
planned as a unit with its own labor force, tractors 
and other farm machinery. 

It is expected that the large-scale peanut growing 
will, (one) improve economic conditions in the col- 
onies concerned, by providing the natives with 
steady employment, by teaching them modern farm- 
ing methods, by developing dependable water sup- 
plies, and by improving sanitation. The last should 
include the eradication of the tse-tse fly, which in the 
past has held back the economic development of 
some of the areas in East and West Africa. (Two) 
Large-scale mechanized growing of peanuts should 
provide the British with badly needed protein foods 
(fats) which hitherto they have been buying chiefly 
in the United States and Canada. By encouraging 
the production of vegetable oils within the Empire, 
Britain hopes to reduce the deficit in her trade with 
the hard currency countries. India, which supplied 
considerable quantities of peanut oil for the British 
market before the war, is not expected to have large 
surplusses in the future. Moreover, as a debtor of 
India, Great Britain will have to consider twice how 
she will use the rupees in the future. 
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Currencies Used in Colonial Africa 
U.S. 
Currency Cents per 
Units Currency 
BRITISH COLONIES Currency per $ Unit 
British West Africa 
(Gambia, Gold 
Coast, Sierra Leone, 
Nigeria West African Pound................05 0.35 403.00 
British East Africa 
(Kenya, Tanganyika, East African shilling (20 per 
Uganda, Zanzibar) pound sterling) ..............:0.60 20.1 
Mauritius Mauritius rupee (1313 per £)...... o.01 30.2 
Seychelles Seychelles rupee ............c:cceeeee 3.31 30.2 
FRENCH COLONIES African Colonial franc (CFA 
franc = 1.70 French francs).... 70.1 1.43 
BELGIAN COLONIES Franc (same as Belgian franc).... 43.83 2.28 
PORTUGUESE COLONIES Escudo (same as Portuguese 
RIDIN ccacucksnsir cocses> tion ssenunacancnns 25.00 4.00 
| ETHIOPIA Ethiopian dollar... 2.48 40.25 








According to latest reports, a large scale peanut 
growing project is also to be started in Gambia, one 
of the British West African colonies. Plans are also 
being laid for growing more American-type tobacco 
in Nyasaland and Rhodesia. Other products that 
Great Britain hopes to obtain in larger quantities 
from her African colonies include beef, hides, fruit, 
and cotton. It seems that British Africa, which was 
a sort of “step-child” of the Empire up to the Sec- 
ond World War, will replace India as the heart of 
“the third British Empire.” 


Africa and Western Europe 


Like the British, the French and Belgians are also 
turning more and more to their African Empires 
for foodstuffs and raw materials. It has been said 
that French West Africa alone, if properly developed, 
could not only supply France with all the needed 
vegetable oil (either in the form of peanut oil or 
palm oil) but also other Continental countries, thus 
providing France with an income sufficient to offset 
much of the French external debt charges. The 
great trans-Sahara railway project, on which some 
work was done during the war, will probably be re- 
vived if the French plans for large-scale develop- 
ment of the upper and middle Niger valley mate- 
rialize. In addition to large quantities of corn, yams, 


peas, rice and other foods, the area could probably 
supply France with most of her requirements of cot- 
ton and sisal, not to mention coffee, cocoa, citrus 
fruit, and bananas which are already among the 
principal export products of French West Africa. 

The war speeded up by decades the economic de- 
velopment of the Belgian Congo and of French 
Equatorial Africa which used to be known only for 
ivory and rubber. The great mineral resources of the 
Belgian Congo, which include copper, iron, lead, zinc, 
tin, silver, gold and particularly uranium ore, have 
contributed in no small way to the remarkable post- 
war recovery of Belgium. 

It is already quite apparent that the importance of 
the African colonial empires will be enhanced enor- 
mously in the impending split of Europe into the 
West and the East materializes. Africa could provide 
the Western European nations not only with the 
necessary raw materials and foodstuffs but also with 
an expanding market for their surpluses of indus- 
trial goods. Since the end of the war, African col- 
onies have advanced to the first place as a market 
for British cotton textiles. British Africa is also 
taking large quantities of other British manufac- 
tures, cutlery, hardware and bicycles, for which 
markets elsewhere have been lost because of grad- 
ual local industrialization. 

Through the development of rich African raw ma- 
terial resoudces, the Western European nations 
could regain much of their former economic and 
political importance. In fact, bolstered up with Afri- 
can resources, Western Europe could develop into a 
third super-power. The future of Western Europe 
apparently does not lie in joining the West or the 
East, but in the South, in Africa. Many Western Eu- 
ropeans are beginning to talk in terms of a “Euro- 
African-Atlantic policy.” The life-line of this new 
association of nations would not run through the 
Suez Canal but would follow the Atlantic coast of 
Europe and Africa. 

It is not without interest that the three key West- 
ern European countries with African colonial em- 
pires, France, Great Britain and Belgium, discussed 
their problems in Paris not so long ago. The con- 
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versation centered on the 
coordination of certain col- 
onial policies and on the 
development of communi- 
cation facilities among 
various colonial areas. Co- 
operation in the develop- 
ment of West African 
transportation systems 
was the principal topic at 
the Dakar Conference, also 
held recently between the 
French and the British. 


Africa of 
“Colonial Empires” 


That part of Africa 
which is particularly well 
fitted for economic inte- 
gration with the industrial 
nations of Western Eu- 
rope is the Africa of Ne- 
groes and of Bantus, a 
race closely related to the 
Negroes. In contrast with North Africa, where the 
growing obstinancy of Arab nationalists may upset 
French plans in Tunisia, Algeria, and Morocco, the 
hundreds of different Negro and Bantu tribes have 
as yet failed to develop—with a few exceptions— 
nationalism in the modern sense of the word. How- 
ever, the natives have made considerable progress 
toward self-government, particularly in the British 


‘colonies of Nigeria and the Gold Coast. The French 
sare about the organize local consultative councils 
‘which will be composed partly of European and 


partly of Africans. 

“Colonial Africa” is more than twice as large as 
Continental United States and Alaska combined. It 
has about 100 million people. It stretches from the 
Sahara, which separate it from the Arab world al- 





‘border of the Union of 


most as effectively as an ocean would, south to the 






Natives must be educated and supplied with instruments 
and machinery for the development of African resources 


perate climate crops can 
be grown, and rich grass- 
lands which could support 
either large numbers of 
livestock or produce plan- 
tation crops on a large 
scale. The food raising 
possibilities of Africa have 
been exploited hardly at 
all. Native farming has 
been primitive and waste- 
ful, the Chief implements 
being the hoe and the cut- 
lass. 

Although Africa has 
large numbers of livestock, 
its economic value has 
been small. Commercially 
it has been important only 
for hides and skins. Most 
im of the cattle go through 
Photo by British Combine a period of near-starvation 
during every dry season; 
except in Kenya and Ni- 
geria, there is no dairy in- 
dustry at all. Forest wealth, too, has hardly been 
touched. There are many valuable tropical woods, 
but nothing has been done about the propagation of 
useful varieties. Neither have fishing possibilities 
been properly fostered. 

Mineral resources are varied; all important com- 
mercial minerals and metals are found. Colonial 
Africa is at present the second largest producer of 
industrial diamonds, mica, and uranium ore. It ranks 
as the third largest producer of copper. Further 
development depends, however, upon the supply of 
skilled labor and upon the extension of transporta- 
tion facilities. 

A large part of Colonial Africa is a plateau aver- 
aging around 3,000 feet above sea level, from which 
numerous rivers flow to the surrounding oceans. 
Many of the have great (Please turn to page 455) 
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‘South Africa, which tries, 
‘at least politically, to be a 
‘white man’s country, Po- || 


litically, Colonial Africa is — || ®R)TISH COLONIAL Empire 


er West Africa 
divided among France, Gambia .. 
ora * Sierra Leone 
Great Britain, Belgium, Gold Coast, incl. Togoland 
and Portugal. Spanish Nigeria, incl. Cameroons 


Total West Africa 








holdings are unimportant. 
There are two independ- 
ent native states, Ethiopia 
sand Liberia, the latter 
having recently celebrated 
her centennial. 
Economically, Colonial 
Africa is no longer a land 
of mystery. Her mineral 
resources and agricultural 
possibilities have been 
pretty well appraised. 
Some of the obstacles to 
human enterprise, such as 
dense jungles along the 
coast and in river basins, 





and the thorn-bush des- 
jert, are formidable 


| enough. But Africa has 
}also highlands where tem- 
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| East Africa 


Somaliland 

Kenya 

Uganda 

Tanganyika, incl. Zanzibar 
Nyasaland ....... aoe 
Northern Rhodesia 

Southern Rsodesia .. pies 
Maurities and Seychelles detav 


Total East Africa.. 

FRENCH COLONIAL EMPIRE 
Equatorial Africa, incl. Cameroons 
West Africa, incl. Togoland.......... 
Madagascar and Reunion........ 


Total 
PORTUGUESE COLONIAL EMPIRE 
Anjola, incl. Guinea......... 
Mozambique 


BELGIAN COLONIAL EMPIRE 
COO faci cconceneas 
Ruanda- Urundi- censkesbs 


LIBERIA 


ETHIOPIA |. 


GRAND TOTAL . 














i omy | 
Africa of Colonial Empires 
{Trade Figures in Millions of Dollars) 
U. S. Trade 
Square Exports Imports 
Miles Population to from 1946 Principal U. S. Imports 
4,000 200,000 )} .9 } 1.1 Schrome ore, sisal, ginger roo, industrial | | 
28,000 2,000,000 j j ) diamonds | 
92,000 4,000,000 3.8 23.3 cocoa beans, h , bamboo | 
406,000 21,000,000 6.4 12.1 cocoa beans, goat sites, spices, gum arabic | 
530,000 27,200,000 PPI 36.5 
67,000 400,000 aa aa goat and cabretta skins, tambkid, gum resin | 
225,000 3,500,000 | {pyrethrum, sisal, tanning extracts, includ- | 
94,000 3,800,000 10.9 9.6 | ing wattle bark, goat and reptile skins, | 
360,000 5,500,000 } furs, cloves, essential oils, herbs, indus- | 
38,000 1,700,000 trial diamonds 
290,000 1,400,000 oy 2.5 copper, ivory | 
150,000 1,450,000 7.9 3.7 chromeore, cigarette leaf, tungsten ore, | 
1,000 500,000 4 6 asbestos 
— —_—_— -—-— cassia, cinnamon leaf oil, essential oils 
1,225,000 18,250,000 20.2 18.7 
1,080,000 6,100,000 yf 2.1 cocoa beans, rubber, mahogany 
1,820,000 16,000,000 18.8 2.0 cocoa beans, rubber, manganese | 
229,000 4,100,000 8.1 8.2 vanilla beans, geranium oil, mica, graphite, | 
ae ine omen essential oils } 
3,12 129,000 26,200,000 34.4 12. 
| 
500,000 4,150,000 3.0 8.8 coffee, beeswax, sisal, industriat diamonds 
298,000 5,100,000 8.1 2.0 sisal, beeswax, sesame seed 
798,000 9,250,000 WW. 10.8 | 
909,000 11,000,000 )23.8 (18.5 jtin, copper, tungsten, industrial diamonds, | 
21,000 3,800,000 { \ 1 palm oil, pyrethrum, gum varnish | 
930,000 14,800,000 23.8 18.5 coffee 
45,000 2,500,000 4.5 12.9 crude rubber, vegetable fibers, baskets 
350,000 5,500,000 7 as goat skins, furs, beeswax, perfumery materials | 
. 7,007,000 103,700,000 105.8 113.2 | 
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By E. K. T. 


DIM VIEW of the world situation pervades the State 
Department. Feeling is that Molotov’s departure 
from Paris killed the last hope of living in ‘one 
world,” made it manifest that there are, and may 
continue to be, two worlds. Objective ahead now is 
to knit together all countries likeminded with the 





WASHINGTON SEES: 


Seemingly lost in the welter of Washington 
discussions of politics, taxes, and labor-manage- 
ment problems are happenings here importantly 
affecting the commodity markets, the distribution 
of foods domestically and in the world outlets. 


The railroads had put out cheerful reports on 
the boxcar situation. Those reports, say experts 
here, were unwarranted; but they finally came 
around to getting boxcars under export controls. 
Agriculture, concerned and worried about mov- 
ing the grain harvest has been busily scampering 
through the grain belt in an effort to arrange 
some kind, any kind, of storage. The food indus- 
try has been expecting a boost in freight rates— 
and it is coming. Resentment is being echoed in 
Washington against the move of some eastern 
railroads to boost the transit rate on perishable 
commodities to the allowable maximum. The ICC 
will act before the end of this month. 


Food wholesalers have been cutting their in- 
ventories, many of them to below-war levels; 
distributors have stopped, taken stock and are 
again buying, but upon a very selective basis. 
Unknown or off brands are having tough sled- 
ding and price isn't the controlling factor. 


Everything indicates that smart operators are 
“feeling their way.’ Manufacturers and processors 
are beginning to recognize that they must back 
up their distributors. As the export market dries 
up, and there is indication that it will by the end 
of this year, there will be real price pressure, 
fierce competition. 
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United States. There is hope (but certainly not 
real expectation) that some recruits may be found 
behind the Iron Curtain for, in the opinion of our 
diplomats, many Czechs and Poles, among others, 
will resent the Muscovite action. Molotov drove 
France definitely into the ‘western world,” and 
Italy will follow. Gen. Marshall has neither the blues 
nor the jitters; he’s realistic, determined. 

OIL SHIPMENTS to Russia are being magnified far 
out of their real importance and the blame is being 
placed at the door of the House Merchant Marine 
Committee. The threatened shortage in the United 
States doesn’t trace to the flow toward the Soviet. 
Last year, Russia took only 2.5 million barrels of 
oil from this country and this year has been taking 
even less. Export to that point amounts to one out 
of each 1,000 barrels used here. Friendly neighbor 
Canada takes a far larger share than Russia. But 
the house committee’s constant harping on the 
Soviet purchase suggests something sinister, adding 
to the war talk. 

ANTI-PETRILLO ACT decision by the Supreme Court, 
in which a majority found the law constitutional 
despite the fact that the Congressional Record and 
the very terms of the law establish it to be aimed 
against the actions of one single class of workers, 
surprised many leading constitutional lawyers in 
Washington. They had forecast a contrary decision, 
not only because of the discriminatory feature but 
also because of the vagueness in the description of 
“featherbedding.”’ But both those issues have been 
made moot. The Taft-Hartley Law fully describes 
the practices which come within the meaning of the 
coined word. proscribes them in all industries rather 
than in broadcasting alone. 

SUPREME COURT’S decision that submerged Cali- 
fornia coastal lands belong to the federal govern- 
ment raised more questions than what to do about 
the validity of tideland oil leases issued by the state. 
The decision makes the ownership of all coastal 
harbor developments and coastal oil sources a sub- 
ject of debate. The Colonies under English common 
law had sovereignty out to the three-mile limit and 
they did not surrender those rights to the federa- 
tion. Therefore, the decision departs from concepts 
long held and which may be discussed in varying 
approaches for years to come. 
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The republican senatorial family is 
A A WW disintegrating in several important fights. It could be 
e the summer heat in Washington which invariably causes 














long-time political bedfellows to break up. The 
breaches are not numerous but they come at ticklish 


Ga lo. points and they're making the majority leaders more 
anxious than ever to get out of town by July 26. 











Recent example was the air-flailing answer by 
Press Senator John W. Bricker of Ohio, to the suggestion that 

actions of the real estate lobby are "subversive" of 
good government. Bricker took the word subversive to 
*mean only what it meant to the old Dies Committee and 
its successors. The context of the Truman message on 
housing doesn't indicate that at all. Hardly had the 
echo of Bricker's tirade died down than his fellow Ohioan, Senator Robert A. Taft © 
declared he'd like, personally, to make such an investigation. 






































That Taft and Bricker may yet contest for the GOP Presidentiial nomination 
remains a distinct possibility. Several times, Ohio political powows were staged at 
which it had been predicted Bricker would declare for Taft. That never materialized. 
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senate will do anything that backfires seriously; take advantage of the breaks,if 
they come. 
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former presidency of the U.S. Chamber of Commerce always is used to support the 
charge of "big business senator," is having trouble with his scholarly, former 
college professor colleague, Senator H. Alexander Smith. The latter fas supported 
every phase of the Administration's foreign program while the former has voted for 
the core but not the fibers. 























Hawkes most recent concerted legislative effort brought about the 
"voluntary" 15 per cent rent boost. It was represented, as well it might in many 
instances, as meaning the difference between many landlords losing or holding their 
properties, between whether many tenants would or should have renovations in their 
living quarters. Senator Smith took the edge off his colleague's hour of glory by 
Stating he will watch developments closely, introduce an amendment to wipe out the 
Hawkes provision if he finds signs of overreaching by property owners. 






































from assured the project. Newest to object is the National Federation of American 
Shipping, Inc., which says the American Merchant Marine and national defense are 
at stake. "Surely the last five Presidents of the United States could not all be 
wrong," counters supporters of the program. 




















with waves of objections by operators and their trade associations, and even by the 
Federal Communications Commissions itself. The fight has become so bitter there 
isn't a chance of any action at this session. It's even unlikely that the radio supply 
industries—which have an enormous ‘stake in the art, currently and potentially—will 
be heard this year. 





























Wholly aside from.the rules and regulations covering applications for 
Station licenses, procedure in handling contests arising out of program content, 
and possible censorship of political speeches, there are the rapidly developing 
branches of television and facsimile and, the manufacturers say, regulations which 
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market. That should be a much more telling argument with congress. Operators 
complain against day-to-day surveillance almost invariably. 


Agriculture received precious little in the way of new legislation from the 
congress which is so close to adjournment that little else can possibly be done. 
That doesn't particularly worry the farmers. They were satisfied, generally, with 
the status quo; parity prices ride out the end of the war by two years and there's 
no immediate problem on that dollars-and-cents issue. 




















Aside from extending the farm supply labor program, voting to inguire into 
the perennial argument about whether it was right to burn surplus potatoes, and 
extending the Commodity Control Corporation, there was only the wool bill to kick 
up a fight. The controversial provision allowing for new import duty and level has 
been knocked out and it seems to be acceptable all around, if not completely 
satisfactory. ’ 























Observers of the world scepe who feared a change of political control of 
congress during a particularly "touchy" foreign relations period, can now relax. 
There were a few off notes but the score was played very much as written — 
fulfilling the GOP promises made in the November election. 




















High points were approval of the Italian and Balkan peace treaties which 
generated some debate but few antivotes; the Greek-Turkish Aid’ Bill, where the 




























































































































































































question was not so much aid to those countries but whether it should be handled 
directly by the United States or referred to the United Nations; the Foreign Relief 
Bill replacing UNRRA, where again the basic policy was not under challenge, only 
the amount; extension of the Export-Import Bank, and approval of membership by this 
country in the International Refugee Organization. 
RFC's present 18 billion dollar lending authority would be cut to 3 billion . 
dollars under revision of the RFC law tentatively agreed upon among members of the 
house banking and currency committee. The agency would be required to liquidate S 
enough of its outstanding 9 billion dollars of loans to scale down to the new limit. : 
The types of RFC lending also would be limitéd. aoe 
Included in the proposed new curbs on RFC are prohibitions against financing Stree 
housing projects when they are sponsored by state governments, and withdrawal of — 
authority to buy GI mortgages from private lenders. The senate's banking and spin 
currency committee has approved a one-year extension of life, minus the curbs. But spect 
the strictures, in whole or in part, will go into the final bill. Meanwhile, RFC a cle 
performances are under the searchlight. “ion 
Decision of the republican leadership in congress to take another chance on a. 
passing a tax bill this year caught the Washington news observers and financial alth« 
oracles off base. There was logic to support their belief that delay would be dow! 
decided upon for several reasons. - e: 
Next year is a Presidential election year. It was certain that neither the run 
President nor the lawmakers would miss the opportunity to dramatize their fight for pick 
the taxpayers. President Truman was expected to have a comprehensive draft ready ere 
for submission in January, details of which would "leak out" in advance. vent 
The republicans were expected to embody in their proposal a scaling down of imp 
corporation taxes, something not embraced in the Knutson Act. Also, it was conceded , — 
that the White House, Budget Bureau, Treasury, congressional leaders and the ee 
committee on economic report would know lots more about how much the tax could be fider 
cut, by next January, than they could at this time. star 
Several summertime happenings could further disturb the tax situation. If affe 
universal military traiing gets support in the grass roots, it will become law to ecor 
the tune of 1.5 billion dollars annual cost. If the world situation is found to seri 
require contributions between 3 and 5 billion dollars, as some predict, that would Wor 
eount heavily. Recession would thin out tax receipts; world conditions might rewrite buy 
the budget for the military arms. al 
isfa 
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Near 
Buying Point 


By 


THE MAGAZINE OF WALL STREET 
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Kis the early part of the year, between talk of a 
recession to come in the last half and discouraging 
progress in the European theater, prices for all Wall 
Street shares have been in more or less of a flux. 
During periods of interim declines in the general 
market, prices for good, bad and indifferent shares 
have softened in common, for the market is no re- 
specter of quality at such times. In late weeks, when 
a clearer appraisal of the economic outlook in the 
near term has begun to unfold, a selective uptrend 
has featured the prices for shares of some concerns 
with more soundly predicated favorable potentials, 
although uncertainties still hold the general level 
down in relation to fundamentals. 

As matters stand now, it would seem as if con- 
servative investors could hardly go wrong in the long 
run by taking advantage of minor price declines to 
pick up selected shares of strong companies with 
well secured dividends, and where an above average 
yield enhances prospects for eventual appreciation. 
Year in and year out it is usually difficult, if not 
impossible, to secure an income around 6% or better 
from high grade equities, as is practical under cur- 
rent conditions. Based upon this surmise, we have 
selected ten stocks that in our opinion warrant con- 
fidence at or near current levels. While in some in- 
stances lower prices prevailed earlier in the year and 
conceivably may return, this would not necessarily 
affect our judgment, for more recent changes in the 
economic picture help to confirm potentials that were 
seriously clouded only a few months ago. In other 
words, certain shares are nearing a more warranted 
buying zone at present higher levels than when 
prices were at the low point but with fundamentals 
confused. In these cases, near opportunities for sat- 
isfactory income and ultimate appreciation seem so 
1947 
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well marked that carefully timed pur- 
chases made in accord with the _peri- 
odical advice of our market specialist, 
Mr. A. T. Miller, should prove construc- 
tive. 

American Bank Note Company 


Company is the dominant factor in the 
printing of stock certificates, bonds, 
checks, stamps, bills of exchange, etc. As 
its customers consist largely of important 
industrial, utility and railroad corpora- 
tions, banks and foreign governments, 
its credit risks are decidedly minimized. 
Inventory controls, too, are enhanced be- 
cause most orders are highly special from 
start to finish. Volume and earnings, how- 
ever, tend to vary rather broadly from 
year to year, in line with shifts in gen- 
eral financial activity in the securities 
field. In other words, while the business 
is substantially free from risk, stability 
of earnings is rather lacking. During the 
five war years, though, net per share 
rose slowly but steadily from a level of 
$1.18 in 1941 to $1.62 in 1945, spurting 
sharply upward to $3.18 in 1946. Due to 
deferment of numerous new security of- 
ferings in the current half year, volume 
declined moderately and for the March quarter net 
per share dipped to 67 cents compared with 81 cents 
in the relative 1946 period. As the company’s work- 
ing capital is of peak proportions, total dividends 
distributed in the last 12 months were rather liberal, 
amounting to $2.30 per share, including extra. The 
current quarterly rate of 40 cents seems well cov- 
ered, and on this basis alone a yield of about 6.7% 
is obtainable with a recent price of 24 for the 
shares. Range for 1947 has been 31-2014, and for 
1046—4514,-285,. Hence it appears to us as if a 
purchase around current levels would be warranted 
by the company’s prospects and strong financial 
conditions. 


Archer-Daniels-Midland Company 


This company ranks as one of the leading domestic 
producers of linseed oil and soy bean oil. Byproduct 
meals for feeding animals are in wide demand. One 
of its divisions also produces vegetable and fish oils, 
while another is engaged in flour milling and the 
operation of terminal elevators. Plants are located 
in eighteen strategically located cities throughout 
the United States and sales offices are maintained on 
a wide scale. Through experience gained over nearly 
half a century in this inherently stable industry, 
operations have been uniformly profitable for many 
years past, and volume in late years has trended 
sharply upward. Sales for the fiscal year ended June 
30, 1946 topped $181 million compared with $61 
million in 1939. For nine months ended March 31, 
1947, further gains in volume were probable, though 
full figures are not available. In the March quarter 
alone, sales over $80 million were reported and net 
earnings per share for nine months equalled $6.35, 
compared with $2.52 for the relative period of the 
previous year. Relief from Excess Profits Taxes 
helped to establish this good showing, aided by vol- 
ume expansion and efficient cost controls. The com- 
pany plans a $5 million expansion program that could 
easily be financed from surplus earning after divi- 
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dends during past year alone. Working capital of 
more than $29 million is at record levels and the 
relationship of current assets to current liabilities 
better than 2 for 1. As Archer-Daniels has main- 
tained an unbroken dividend record since 1927 and 
its distributions of $2.10 per share during the past 
12 months have been conservative, the outlook for 
stability is above-average, and some improvement 
would not be surprising. At a recent price of 34 a 
yield of around 6% seems indicated. Price range for 
1946-47 has been 4114-30. All considered, these 
shares warrant a fair degree of investment confi- 
dence, especially as they represent the sole capitali- 
zation of the company. While pricewise they have 
been relatively free from volatility, their apprecia- 
tion potentials are substantial, based upon yield and 
prospects. 


Atchison Topeka & Santa Fe Railway 


Last year’s generally dismal earnings records re- 
ported by the Nation’s Class 1 railroads, emphasized 
by the first deficit in a hundred years for the Penn- 
sylvania System, brought rail shares into rather 
widespread disrepute. Atchison shares, for example, 
slid downward from the 1946 peak of 121 to a low of 
66 earlier in the current year. Mounting costs for 
wages and coal and a decline in passenger traffic 
from wartime levels added to anxieties of share- 
holders, although for the sixth year in a row divi- 
dends remained stable at $6 for this carrier last 
year, and net per share actually rose to $13.5 against 
$9.56 in 1945. Following fairly encouraging interim 
reports in the spring of 1947, more confident buying 
of the shares has pushed their price back to around 
81, but still 18 points below the 1847 top. If the $6 
dividend continues, the yield of 7.4% enhances po- 
tentials for appreciation, and an interesting income 
return is provided. Study of the current status of 
Atchison furnishes no ground for undue pessimism 
on this score. While net applicable to the common 
for the first five months dipped moderately compared 
with last year, it still equalled $5.36 per share. Ac- 
countable in part for this was the fact that though 
passenger revenues fell off substantially, increased 
income from freight just about offset the disad- 
vantages. Higher freight rates and a prospect for 
still higher ones promise to hold net at satisfactory 
levels for some 
time to come, 
at least as long 
as industrialac- 
tivity remains 
near current 
favorable lev- 
els. This road 
serves a thriv- 
ing section of 
the country and 
one experienc- 
ing a major 
growth in pop- 
ulation and in- 
dustrial expan- 
sion. Fixed 
charges of 
Atchison have 
been nearly cut 
in half since 
the war began, 





thus saving about $3 per share for the common. 
Considering the outlook, the shares seem to carry a 
rather definite appeal near current price levels, for 
holding during the medium term. 


Beatrice Foods Company 


With above average stability of earnings, along 
with a gradual uptrend, featuring the last ten years 
record of this long established Mid West dairy con- 
cern, it would seem as though recent price for its 
shares was at a lower level than fundamentals might 
warrant for longer term holders. At around 4614 of 
late, the price compares with a 1947 range of 62-42. 
Based upon dividends received during the past 12 
months a yield of 7.3% is afforded. When volume 
for the fiscal year ended February 28, 1947 soared 
to an all time high of $170 million, and net share 


rose to $10.03, apparently the pace seemed just too | 





fast to endure, in the eyes of cautious investors. It — 


is true that though sales in the quarter ended May 
31, 1947 were 26.73% above the same period last 
year, declining dairy prices and rising expenses re- 
duced relative net earnings to $1.17 per share against 
$1.21 for the same quarter of 1946. but in part this 
was due to weather conditions. On the other hand, 
wartime expansion of facilities should tend to hold 
volume at higher levels than formerly, and as Bea- 
trice turned over its inventories 28.73 times last 
year, and has set up a $500,000 reserve against de- 
clining prices, the outlook for fairly good earnings 
seems promising. As long as the National Income 
remains high in the 21 States where the company is 
strongly established, its business should continue 
stable, though profit margins may shrink comewhat 
if market prices for commodities turn downward. 
The 50 cents quarterly dividend seems secure, and 
further extra distributions are more than possible, 
as working capital of $14.3 million is of record size. 


Consolidated Edison Company of New York, Inc. 


As a holding and operating concern, this giant 
utility that serves more than 8 million population 
in an area of about 500 square miles, with electricity 
gas and steam, enjoys an illustrious record for earn- 
ings and dividend stability. Since 1893, shareholders 
have received dividends without a break. Yet price- 
wise the shares have exhibited considerable volatil- 
ity at times. Against a 1947 high of 2914 and a low 
of 24%, the shares recently were quoted at 27. If the 
$1.60 per share dividend paid for the past five years 
continues, a yield of 5.9% is provided, and consider- 
ing the record and financial status of Consolidated 
Edison, it seems to us that this comes close to spell- 
ing opportunity for conservative investors. Consoli- 
dated net income of this concern for many years 
past, though never much in excess of dividends paid 
out, has been so stable that it engenders confidence. 
While rising costs of fuel and labor naturally are 
tending to squeeze profit margins, a broad minded 
State Utility Commission always has seen to it that 
the company’s revenues are adequate to provide a 
fair return for services rendered and to encourage 
modernization and expansion. During the next five 
years, plans to enlarge facilities by $212 millions are 
envisaged, in connection with which only $90 million 
of additional financing will be required, as things 
look now. And the company has recently refunded 
practically all of its outstanding debt at a low rate 
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of 234%. All considered and without going into 
numerous technical details, though net earnings may 
not substantially expand over the near term, there 
seem to be few valid grounds on the pessimistic side 
for Consolidated Edison. On this premise, the shares 
near current price levels carry considerable appeal. 


EKCO Products Company 


As a manufacturer of bakery and household cook- 
ing pans, kitchen utensils and cutlery, EKCO has 
exhibited considerable ability to progress over nearly 
a fifty year period, and during the past decade 
growth has been steady and rapid. Indeed, compared 
with sales of $3.8 million in 1935, a 1946 volume of 
around $30 million told a significant story. In part 
this rise in sales was due to acquisition of other con- 
cerns to provide diversification of output, a policy 
which still features the company’s general program. 
Net per share last year rose spectacularly to $4.35 
compared with 76 cents in 1945 and an average 
close to that figure for seven years. In the first 
quarter of 1947, volume was reported as about $10.2 
million with a net per share of $1.03, equal to 90% 
of the dividends paid in the past 12 months. But de- 
spite this good showing, a recent price for the shares 
of 18 compares with a 1947 range of 2714-161. It is 
more than probable that some downtrend in volume 
is setting in, and that competition is becoming ex- 
pressive, following last year’s seller’s market. But in 
the field in which this concern specializes, sales 
should continue far above prewar levels for a long 
time to come. Granting that earnings do drop mod- 
erately in the near term, the dividend disbursements 
are sufficiently conservative not to raise apprehen- 
sion on that score, in all probaility. Employees of the 
company who subscribed to a block of the common 
last February at 20, certainly were not worried. As 
the company is not overly large, its shares perhaps 
enjoy little professional support in the market, but 


natural factors present seem to leave room for po- 


tential appreciation with a little patience. 
Lone Star Cement Corporation 


Except during 1933, shareholders in this concern, 


one of three leaders in 
the United States and in 
several Latin-American 
countries, have not failed 
to receive dividends for 
more than twenty-five 
years past. In view of 
current activity in the 
construction industry and 
the huge amount of road 
building that sooner or 
later must take place, the 
demand for cement should 
keep the main suppliers 
busy during an extended 
period ahead. Lone Star 
has a capacity for turn- 
ing out 25.5million barrels of this essential material 
annually, about a third of which is located in Latin 
America. As this company is highly integrated and 
substantially mechanized, its operations are quite 
stable and a generous share of net earnings are dis- 
tributed to shareholders. From a net of $5.58 per 
share in 1946, dividends equal to $4.25 per share 
have been paid during the past 12 months. Net 
earnings for the first quarter of 1947 were reported 
as $1.24 per share compared with $1.03 in the 
relative period in 1946. As a recent price of 66 
would bring a yield of 6.4% from the shares of. 
this sound concern, so well entrenched in its broad 
field, it would seem that they were very reasonably 
priced at near current levels. The capital structure 
is snug with only common shares outstanding, 
while working capital of $21.3 million at the start of 
the current year was an all time peak and double 
the size just before War II began. It will be noted 
from the appended table that the shares sold as high 
as 7934 earlier in 1947 and dipped to a low of 581%. 





McGraw Electric Corporation 


One of many concerns that realized record sales 
and profits in 1946, McGraw boosted its dividend to 
50 cents per share in the middle of that year and 
declared a year-end extra of $1 per share to cap 
matters. That the uptrend in volume and earnings 






























































eae | 
Current Net Per Common Share | 
Ratio Current 
(Assets 1938-41 1942-45 1946 1947 12 Months 1946 1947 Recent Current | 
to Liab.) Avge. Avge. Fiscal Year Interim Dividend Price Range Price = Yield 
American Bank Note 3.0 § .I3 $1.36 $3.18 $ .67 Mr3 $2.30* 451/4-255 31 -20!%4, $24 9.6%, 
Archer-Daniels-Midland 2.4 1.25 2.34 4.03 6.34 Mr9 2.10* 411/4-2652 39-30 35 6.0 
Atchison, Topeka & Santa Fe... = 2.5 3.59 19.59 13.51 5.36 My5 6.00 121 -78 99 -66 83 yey 
Beatrice Foods ‘a) 4.8 3.45 3.66 10.03 1.17 My3 3.35* 73 -46!/, 62 -42 46 a3 
Consolidated Edison 2.4 2.13 1.73 2.20 85 Mr3 1.60 36 -24%, 29'/2-245%, af 5.9 
Ekco Products 2.6 .68 89 4.35 1.03 Mr3 B.S 277-17!/2 27'/2-16l/, 18 6.4 
Lone Star Cement... 5.0 3.56 2.90 5.58 1.24 Mr3 4.25* 94 -64 795, -581/g 66 6.4 
McGraw Electric y 4 2.72 1.82 4.63 5.66 Mri2 3.00* 461/4-30 40 -35 39 7.7 
Newberry, J. J... 2 3.6 1.27 1.84 4.74 1.85* 431/4-25'/2 38-31 33 5.6 
Shell Union Oil ‘ss 3.8 96 1.83 2.44 -81 Mr3 1.75* 4334-279, +31 -24V/, 30 5.8 
(a)—Fiscal years end Feb. 28 of the following calendar year. Mr9—For 9 months ended March 31. 
*—Includes extras. Mrl2—For 12 months ended March 31. 
Mr3—For 3 months ended March 31. My5—For 5 months ended May 31. 
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continued well into the current year is shown by 
reports for 12 months ended March 31, 1947. Net 
sales du.ing this period amounted to $15.7 million 
and net profits per share to $5.66, compared with 
volume of $13.3 million and a net per share of $4.63 
for all of 1946. As a long established producer of 
“Toastmaster” and Waffle Master” automatic elec- 
tric toasters and water heaters, this concern should 
enjoy prolonged prosperity as long as public pur- 
chasing power remains ample. Additionally the rec- 
ord shows that only in exceptionally depressed years, 
have net earnings failed to be stable and altogether 
satisfactory, although not at current high levels 
always. Since 1934 dividends in variable amount 
have been paid without interruption. Since 1940, 
dividends have averaged a little better than $2 per 
share annually, and during the past 12 months an 
occasional extra has supplemented quarterly distri- 
butions of 50 cents per share. Pricewise the shares 
in selling recently around 39 are near their top of 
40 for the current year but 614 points off from the 
1946 high. During the spring decline the price was 
only four points below the present level. This prob- 
ably indicates warranted support and accumulation. 
At the regular dividend rate the income return of 
5% is rather attractive, and on a basis of $3 per 
share received in the last 12 months, the showing is 
7.7%. It seems to us that these shares are near a 
buying level. 


J. J. Newberry Company 


When sales of this well known variety chain soared 
to an all time peak of $113 million last year and 
net earnings per share rose to $4.74, compared with 
a wartime average of about $1.84 and $1.27 per 
share in the 1938-41 period, investors to some extent 
became wary of such an excellent showing. But dur- 
ing the first four months of 1947, volume gained 
about 8.1% over the comparable period last year, 
though net earnings have not yet become available 


for comparison. Fact seems to be that Newberry’s. 


488 stores, that offer a wide range of goods priced 
from 5 cents to $2, are crowded with customers and 
are likely to continue so for an indefinite period 
ahead. Price resistance or changes for this special 
class of goods handled are not overly important fac- 
tors, and this has aided the company in stabilizing 
earnings for years past, and to pay dividends con- 
sistently since 1928. While inventories rose sharply 
last year, in relation to sales they remained well in 
line, indicating a turnover in less than two months 
time. While markdowns may trim profit margins 


somewhat in the current year, this factor should be 
less burdensome than for stores carrying slower 
moving and more costly items. Additionally an all 
time high working capital of around $20 million 
lends strength to the company’s position. Last year 
the management paid quarterly dividends of 35 cents 
per share plus an extra of 25 cents in December. 
Confidence from this source is shown by an increase 
in the rate to 50 cents per share during the first 
1947 quarter, and this does not preclude the pos- 
sibility of another year end’ extra later on. As a 
recent price of 33 was only two points above the low 
for 1947 and a yield of around 6% seems indicated, 
at an opportune time, we deem these shares worthy 
of acquisition close to current prices. 
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Shell Union Oil Corporation 


Considering the exceptionally bright outlook for 
all of the major oil companies and Shell Union’s 
strong position in this industry, its shares around 30 
appear to carry a good deal of attraction. This well 
integrated concern has proven oil reserves estimated | 
at close to three quarters of a billion barrels, exten-| 
sive pipelines and a string of strategically located) 
refineries. And nearly everywhere one _ travels 
throughout the United States and Canada, “Shell” 
products are widely offered and popularly regarded. | 
Because more than 13.4 million shares of the stock | 
are outstanding, per share earnings and dividends) 
may never seem impressive, and the price of the” 
shares is held to modest figures. At 30, though, a/ 
probable yield of around 5.8% is indicated, and in| 
time there is a chance for improvement in this fac- © 
tor. In the spring boom of 1946, these shares sold | 
at a high of 4334. During the March, 1947 quarter, 
net earnings were reported as equaling 81 cents per 
share, and as prices for oil seem headed up rather | 
than down under the stimulus of very heavy de-| 
mand, it is quite likely that full 1947 net may ex- ” 
ceed $3.50 per share, at least, in comparison with | 
$2.44 for 1946. In this event, distributions should 
equal or exceed the $1.75 distributed during the last 
12 months. Reports indicate that Dutch selling re- 
tarded the advance of this equity and our latest in- 
vestigation indicates that such liquidation has prob- © 
ably now been completely so that stock is more likely | 
to advance. 

Sound Stocks for Accumulation 

In studying the above discussed situations, it 
will. be noted that no general cause can be found 
to account for the unusually favorable yields ob- 
tainable, aside from doubt as to continuation of | 
operations for long at present lucrative levels. Fact 
is, though, that net earnings of many of the con- 
cerns cited could dip rather substantially without 
danger to current dividend rates. Furthermore, it 
should be borne in mind that comparisons with 





former years under current conditions are hardly © 


rational, as never in history has public purchasing 
power been comparable with that now absorbing 
goods of every descriptoin. In other words, excellent 
earnings may prove not just too good to endure. 
Rather does it now seem in many instances that 
they may continue to be above average satisfactory 
for quite a while to come. While only time can dis- 
close the truth about this matter, not much of a 
gamble presents itself in buying shares in strong 


companies such as those cited at prices that would | 
be normally quite reasonable. In conclusion, the | 
reader may realize that the ten stocks discussed | 


comprise only a portion of a much more comprehen- 
sive list that fall into a similar category of high 
yield in relation to basic merit. With this in mind, 
we propose to continue our analysis of shares in this 
same class in the next issue of the Magazine of 
Wall Street. You are therefore invited to read the 
article “Ten More Stocks Near or At Buying Points” 
in the August 2 edition. 
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WARD GATES 


Cu has always en- 
joyed tremendous psychologi- 
cal value and appeal; it 
prospers when everything else oe 
is unsettled. There is ample ee, 
proof of this in the many & itv 
areas of the world where gold ganee 
for many months has sold at |; 
enormous premiums. This of | 
course merely attests to the | 
lack of confidence in other 
vehicles of wealth such as cur- é 
rencies, securities and other ee 
media for storing wealth and Pacet 
savings. As a natural conse- ™ aie ee 
quence, the hoarding of gold , seen 
abroad has assumed large pro- 
portions; the desire to meet 
this unprecedented demand—at prevailing premium 
prices, is an understandable reaction. 

In an article earlier this year we showed how the 
price of gold has skyrocketed in many foreign coun- 
tries, chiefly in black market dealings since normal 
or legal gold markets have long disappeared in most 
countries. As against our statutory price of $35 per 
ounce, which has virtually become the official world 
price, “unofficial” prices have risen sometimes to 
several times that figure. The available supply came 
nowhere near matching demand, a demand which 
gold producers no doubt were only too anxious to 
meet if they were allowed to sell in a free market. 
As it is, legal restrictions and the limitation im- 
posed by the statutory price have made this impos- 
sible. Purely from a price standpoint, the incentive 
to mine and sell gold at $35 an ounce is rapidly 
vanishing under the impact of rising costs of gold 
mining. Hence agitation for restoration of the gold 
standard and an increase of the United States price 
for gold—in the form of periodic predictions that 
such moves may be undertaken before many months 
have passed. 

Invariably such predictions have found no official 
encouragement. The simple fact is that on basis of 
present international economic and monetary con- 
ditions and developments, such a move would 
hardly seem logical or expedient. It is no so much 
a question of choice or decision but a matter of 
practicability. Neither the return to a freely con- 
vertible gold currency and a free gold market, nor 
a boost of the gold price would be expedient at this 
particular stage. The most persuasive argument in 
favor of a higher gold-price—to alleviate the short- 
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Phote by Ewing Galloway 


The United States Depository for Gold Reserves at Fort Knox, U. S. Army Post 


age of dollars in the hands of foreign countries 
thereby enabling them to purchase more American 
goods, will hardly hold water when examined realis- 
tically. A higher gold price would certainly tend to 
inflate the price of goods internationally, as it did 
in 1933, thus any advantage accruing to foreign 
nations would be shortlived. It would mean that 
many countries in need for our goods, Canada for 
example, could purchase less with their monetary 
units. Broadly, it would have an inflationary effect 
in our own country that certainly is not now 
desired. 
Gold Price Increase Inflationary 


Our foremost aim is to get our inflated price 
structure down, not up. Hiking the gold price now 
would have the contrary effect, would tend to hold 
up prices, make our own imports dearer, call for 
new adjustments in our already unsettled price 
structure. While it may, temporarily, act as a “shot 
in the arm” of foreign countries and certain foreign 
economies, from the domestic standpoint there 
would be no logical justification for such a move 
unless deflationary forces become once more acute 
not only at home but in the world economy at large, 
and such a prospect is not yet. 

It is safe to assume that the United States and 
Great Britain, the world’s dominant banker nations, 
would view any rise in gold at present as undesir- 
ably inflationary. What ails the world generally, in 
the wake of a costly war, is inflation, not deflation. 
Raising the gold price now would mean applying 
the wrong remedy. 

But beyond that, such action would also prove 
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wholly impractical. The monetary future of gold 
depends on national and international solutions of 
financial and economic problems that cannot be 
solved over night. Prior to effecting such solutions 
which may take considerable time, restoration of 
the gold standard and raising the gold price would 
hardly make sense. Despite Bretton Woods, there 
is little if any assurance that the International Bank 
and the International Monetary Fund will be able 
to restore and maintain a free gold market. Man- 
aged currencies will continue to be indirectly tied 
to gold because gold is the most effective tool for 
that purpose. But as long as most Governments 
view monetary and exchange policies as ready solu- 
tions for the correction of instability in their in- 
ternal economies, currency revaluations and devalu- 
ations in terms of changing gold prices remain 
possible despite the limitations set up by the Inter- 
national Monetary Fund. True, because the United 
States will maintain its dominant position, since the 
world in effect is largely tied to the American 
dollar, any such changes will probably be in rela- 
tion to the dollar and, secondarily, to Sterling. In 
the interest of stability the United States and 
Britain will, at least for the time being, maintain 
their exchange rates and gold prices. The dollar, in 
effect, will remain the principal currency base at 
least until worldwide currency reforms—unfortu- 
nately still far off—have been made. 


Managed Currencies Prevail Today 


For hundreds of years, the world has experi- 
mented with many types of monetary standards, 
and only the gold standard has gained wide accep- 
tance. Since the Thirties, however, one country after 
another has cut the ties which bound their curren- 
cies to gold. Since 1934, most major countries have 
resorted to managed currencies, using gold only in 
settlement of international transactions. Even in our 
own country, there is no longer free conversion 
though gold continues as a monetary base and is 
shipped in settlement of international accounts. 

Today, both Bretton Woods institutions though 
partly backed by gold and using gold as the basis 
for fixing parities of national currencies under the 
provisions of the Monetary Fund, recognize the 
prevalence of managed currencies, rather than the 
opposite. In view of this, and more so in view of 
the tremendous difficulties that stand in the way 


of sound currency reform in many parts of the 
world, the prospect is that for years to come, gold 
will remain — as now — principally in Government 
treasuries with free convertibility a distant dream, 
or rather a dream of bygone days. ; 

There is undoubtedly in the offing a revamping 
of domestic currencies in many countries; but just 
how soon. depends on many factors that may not 
be of quick or easy solution. The International 
Monetary Fund cannot function efficiently until 
this takes place; indeed it may remain largely dor- 
mant until needed currency reforms take place. But 
whether the new monetary systems to be created 
will be based on the old convertible gold standard is 
more than doubtful; nor is it really essential if the 
character and volume of currencies are properly 
safeguarded and their exchange values linked to a 
gold-based currency. We in this country have proved 
that we can get along very well under our present 
gold-linked but restricted gold standard even in the 
absence of a free gold market. 


Gold Price Increase a Last Resort 


The new currency systems that may eventually be 
created more likely will minimize the internal mone- 
tary use of gold and stress its importance in settling 
international accounts and maintaining currency 
parities rather than using gold as a basis for do- 
mestic note cover. For one thing, many countries 
may find it difficult to accumulate—and hold on to, 
sufficient gold for this purpose. For another, this 
would facilitate the manipulation of the gold price 
which in the past at least has been often fixed, and 
changed, for political reasons. Thus it is always 
possible that if the Monetary Fund proves ineffec- 
tive, an increase in the gold price may be employed 
as a last resort to scale down national debts or offset 
severe deflationary pressure. 

For a time at least, the Monetary Fund may take 
the place of a modified international gold standard. 
Whether it succeeds or not, gold will continue not 
only to be a means of settling international balances 
but will serve as some form of base for a stable 
domestic currency, whether old or new. If the Fund 
is successful, all members will eventually be linked 
to gold, or to a foreign gold-based currency such as 
the dollar. The place of gold in the future world 
monetary scheme, therefore, is fairly well assured, 
one way or another. No nation can have an inde- 



















































































ee 
Pertinent Statistics on Gold Shares 
Net Per Common Share 
Pre-War War 1946 —Dividend— Divi- 
1938-41 1942-45 Fiscal 1947 1938-41 Price Range Recent dend 
gh! Avge. Avge. Year Interim Avge. 1946 1938-41 1942-45 1946-47 Price Yield 
Alaska Juneau... $ 66 def$.05 def$.il $ .74 Nil 13%- 1Yo 9-19, 12-4 2a 
Dome Mines... 2.02 1.48 1.05 $ .23Mr3_ 2.00 $1.17, —34%- 9, 29/e- 8B 2954-16, 205.9% 
Hollinger Consolidated 1.13 bl 35 1.10 35 1534-53, 14%- 5g 173%4- 77% 9 #39 
Homestake Mining 3.21 39 OB " 450 1.40 66!/4-30'/g  6094-22'/. 56-34% =46 3.0 
Lake Shore Mines... 3.00 88 82 48Mr9 2.83 76 50%- 654 23 - 5 23%-11e 135 
Mcintyre Porcupine 465 3.64 3.12 2.76 Mr 2.60 3.27% ‘591/426 70'/2-27, 69-44 5362 
Natomas... 1.42 26 (1.26 49 Ap4_1.01 1.00 1256-7 ‘(14%—- 4% «IS -10%ye 137.7 
N.Y. & Honduras Rosario 4.12 3.19 5.46 70 Mr3—-3.42 4.65 30 -14 63'/4-11/ 64!/2-31 32. 145 
Pioneer Gold... 44 Al def.15— def.11 Mr 40 Nil 3Ya- | MYe- te 6% 2% 3h. 
So. Amer. Gold & Plat....___.28 7 44 14Mr3 18 .20 3%4- 1% 7h- 1% 8%- 3%. 4a 4.4 
Wright-Hargreaves.......... .73 2 “1 i eens 71 .20 654- 1/2 5i/2- 1'/2 6Y/4- 2", 3 - 
Mr—Fiscal year ended March 31. Mr9—For 9 months ended March 31. 
Mr3—For 3 months ended March 31. Ap4—For 4 months ended April 30. 
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pendent domestic paper currency and keep it at a 
fixed ratio to other currencies unless it is linked to 
the international standard. 

Meanwhile existence of present black markets in 
gold abroad can hardly be termed a grave danger, 
nor a compelling reason for raising the gold price 
officially. These black markets are no indication of 
the normal price of gold. The high premiums now 
existing will undoubtedly disappear, as already is 
happening in some countries, as soon as it becomes 
apparent that disrupted world trade and chaotic 
fiscal, economic and political conditions are subsid- 
ing. When this occurs and when economic condi- 
tions of leading nations become once more relatively 
stable—in other words when confidence is restored, 
only then will new currencies based on gold become 
practical. To undertake their creation before would 
be neither wise nor expedient. It is for this reason 
that restoration of the gold standard and raising our 


' gold price now would hardly appear to be in the 


cards. 


Higher Gold Only Temporarily Favorable 
For Producers 


Even from the standpoint of the gold producers, 
it would seem questionable whether the long-term 
effect of a higher USA gold price would be favorable. 
The simple fact is that there is not at present any 
shortage of gold; it is merely difficult or expensive 
to obtain. Production could be readily stepped up, 
were the present statutory price raised, and the 
resultant increased supply would certainly tend to 
depress the excessive prices now prevailing in many 
parts of the world. Whether the new price, what 
with the great boost in production it would stimu- 
late, in the long run could be maintained in a free 
gold market would seem to be at least open to 
doubt. Rather than increasing the gold price, the 
problem today is to find ways of seeking better 
distribution of the world gold supply, and that is 
another matter entirely. Such distribution might 
best be achieved by proper financial and trade pol- 
icies. Restort to a dual price policy—subsidizing the 
gold producers by raising the price on newly-mined 
gold as has been suggested in some quarters, hardly 
holds much appeal in the light of our experience 
with silver. 

The International Fund, in the meantime, has 
manifested its interest in a stable gold price by 
going on record that it will take vigorous action to 
abolish the international black market in gold. 
Camille Gutt, its managing director, has urged mem- 
ber Governments to bring into compliance non-mem- 
ber Governments through which premium transac- 
tions are being cleared, holding that gold transac- 
tions at prices substantially above monetary parity 
will undermine exchange stability, the very thing 
the Fund has been created to maintain. Borrowing 
countries have a direct interest in cooperating in this 
direction, for under the articles of Agreement, the 
Fund requires borrowers to protect it against loss in 
gold value of currencies held by the Fund. Thus the 
Fund, in effect, operates on a gold basis. The USA 
would have to indemnify the Fund in the event of 
dollar devaluation to the extent necessary to main- 
tain the gold value of the Fund’s holdings of dollars. 

Returning to our main theme, the price of gold, 


_ it would seem that there is little prospect of an early 
| increase in the United States gold price and/or 
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restoration of the gold standard as frequently sug- 
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gested by rumors, the recurrence of which can 
hardly be termed a coincidence. If so, it places gold 
producers in a particularly unenviable position, in 
some respects like that of utilities or railroads in 
that they must accept a fixed price for their product, 
despite sharply higher costs to which they are no- 
toriously vulnerable. The outlook for gold mining 
companies will continue unfavorable until costs drop 
considerably or the gold price is raised. The latter, 
as pointed out, is at best a longer range prospect. 

Since war curbs were lifted in July 1945, man- 
power shortages have greatly hampered domestic 
gold mining activities and full-scale operations may 
not be attained for several years. Gold production 
last year, while some 50% above the limited output 
of 1945, remained 70% below 1941, partly due to 
prolonged strikes at base metal mines. Straight gold 
mines have fared relatively better than the former, 
and placer operation on the whole have done better 
than underground operations. The latter have found 
it difficult to recruit needed manpower and high 
wages have deeply cut into earnings. Some in fact 
have decided that ‘it may be more profitable, in the 
long run, to postpone resumption of operations until 
operating costs come down and restore a more favor- 
able spread between costs and the statutory gold 
price or—less likely—prompts an increase of the 
latter. With labor costs the largest expense item, the 
wage problem is undoubtedly a major one. 


Domestic Gold Producers Favored 


Still domestic producers on the whole may be ex- 
pected to increase gold output moderately but per- 
haps sufficiently to outweigh the cost factors, and a 
modest earnings gain is likely this year. Canadian 
producers are in a less favorable position. Losing 
their 10% advantage when parity was restored in 
July 1946 between the USA dollar and the Canadian 
dollar meant to them a cut in the Canadian gold 
price from $38.50 to $35.00. Together with wage in- 
creases since granted, this points to lower profits for 
most Dominion producers. A few Canadian mines, on 
the assumption that a higher gold price might event- 
uate, have stored bullion. Thus McIntyre Porcupine, 

(Please turn to page 456) 
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DYNAMIC RAIL EQUIPMENT. 


By H. F. TRAVIS 


by? HE railroad equipment industry, like the trans- 

portation industry itself, is highly cyclical. The 
railroads are apt to order heavily in good times 
while during a depression business dries up. Because 
of this “feast or famine” tendency, most of the 
equipment companies are conservatively capitalized, 
with limited amounts of senior securities or on an 
all-common basis. A few companies have been able 
to set long unbroken dividend records, by maintain- 
ing heavy cash balances, by doing a good deal of 
maintenance work, or by leasing their equipment. 

During 1900-18 the equipment companies enjoyed 
a very substantial amount of business, but from the 
end of World War I until recently (with the excep- 
tion of the early 1920’s) output has been far below 
the old levels. This is partly due to the poverty of 
the railroads in the early 1920’s and most of the 
. 1930’s, together with wartime diversion of produc- 
tion facilities to munitions. Now, however, unfilled 
orders have amounted to high levels and the short- 
age of steel and other materials may delay the fill- 
ing of these backlogs for some time. Of course some 
railroads may cancel orders because of temporarily 
bad earnings, but this would hardly affect freight- 
car business. 

For a long time the country has faced a shortage 
of box cars and strenuous efforts have been made 
to increase production. During the war, loading of 
cars was handled on a more efficient basis than at 
present due to military priorities and government 


regulations. Cars were packed full and week-end 
loading and unloading was handled on an overtime 
basis. At present, while we are doing almost as 
much business as at the wartime peak, loading is 
less efficient. Some cars are not fully loaded and 
more time is lost in “layovers” in terminals and 
yards. Hence, there is a greater danger of shortage 
now than during the war. The situation has been 
complicated by the large amounts of grain shipped 
from the mid-west for export to Europe. The Com- 
merce Department recently warned of a serious 
shortage in the late summer due to bumper crops 
and continued high level of business activity. 


Freight Car Output Increased 


Due to the concerted effort to provide more steel 
and other materials to the equipment companies 
making freight cars, production in June gained 40% 
over May, according to President S. M. Felton of 
the American Railway Car Institute. June output 
was 5,514 units compared with 3,929 in May. Of 
the total amount, 1,297 were produced by the rail- 
roads in their own shops. Mr. Felton stated: “There 
remains some unevenness in distribution of com- 
ponents needed to produce complete cars, and strikes 
have also been a deterrent, but in both respects 
the situation is considerably better now than it 
was.” As of July 1 there was a backlog of orders 
for freight cars amounting to 107,476. This would 
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supply about a year and a 
half’s business at the June rate, 

Last year Class I railroads 
(the large carriers) retired 78,- 
000 freight cars and installed 
only 58,000, so that there was 
a net decline of about 20,000. 
The roads spent $374,000,000 
for freight car repairs, the 
highest in 20 years. At the first 
of this year, 21% of all freight 
cars were 30 years old or more, 
compared with less than 19% 
in the previous year. Since the 
pre-war “junk age” was gen- 
erally figured at 26 years, about 
one-third of all cars, or some 
538,000 units, were over-age. 
Obviously, the railroad car 
builders would have about a 
ten-year job (at the recent rate 
of activity) merely to replace 
these antiquated cars — and in 
the meantime another half 
million or more would have 
reached the retirement age. If 
all this equipment is to be re- 


tired, there would be a tremendous period of activity 
ahead for the freight car builders, as soon as they 
can get sufficient steel and other materials. How- 
ever, these figures do not make allowance for the 
probable larger size of new units as compared with 
old, as well as the tendency of “poor” roads to get 


along with old equipment. 


Modern Passenger Cars 


As to the passenger car situation, most newspaper 
readers are familiar with the large advertisements 
run by President Young of the Chesapeake & Ohio 
in his campaign to give the public modern passenger 
equipment. In his opinion, the majority of present 
Pullman equipment is outmoded and should be re- 


placed. This is also doubtless 
true of day coaches and other 
equipment. However, while a 
number of roads have ordered 
modern passenger equipment, 
there is not the urgent demand 
for passenger equipment that 
there is for freight cars. Dur- 
ing the war, of course, with the 
huge transport of men in the 
armed services there was a de- 
cided shortage, but this has 
now ended except for occa- 
sional “bottle-necks,” or local 
congestion such as prevails in 
Long Island commuter trains. 

By and large, the railroads 
lose money on their passenger 
business. This was true before 
the war and is true again today 
(during the war there was, of 
course, a tremendous windfall 
of business, with full coaches 
and standees). Labor costs 
have risen much more rapidly 
in the past two decades than 
railroad fares. Some economies 
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have been obtained through improved motive power, 
but with direct labor costs such a large proportion 
of operating expenses many railroads are doubtless 
again running in the red on their passenger business 
—assuming that that business is assessed its fair 
share of maintenance costs and fixed charges. 
Hence the railroads do not have as strong a motive 
for buying new passenger equipment as they do for 
obtaining larger and newer freight cars. The major 
demand is for special trains of the “streamlined” 
variety—all-coach or all-Pullman. These trains, 
which are now trenmendously costly as compared 
with the train of several decades ago—(the cost, in- 
cluding motive power, probably runs to 25 times as 
much—are bought mainly to compete with other 
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roads, with the air lines and to a lesser extent with 
the Greyhound Bus System. Sometimes they are also 
bought for “publicity” purposes—to give the road 
prestige as a modern, up-and-coming carrier. 

It would not pay the railroads to modernize all 
passenger equipment, simply because the public 
wouldn’t pay the cost. Some roads, may make indi- 
vidual trains pay by stealing traffic from other roads 
or from the air lines. But it is difficult to see how 
all the roads could benefit broadly by providing de- 
luxe transportation. Most “first-class” service is 
handled by the air lines and the crack trains. The 
great majority of railroad trains now constitute sec- 
ond-class service, while old-fashioned day coaches 
and buses may generally be considered third-class. 
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Diesel Locomotives Gaining 


In the locomotive field, the 
- railroads are in a period of 
transition from steam engines 
to diesels. A great proportion 
of the locomotives now being 
built are diesels. The rapid rise 
in the cost of coal and the in- 
creased efficiency of the diesel- 
electric locomotive are largely 
responsible for this trend. It 
began back in the 1920s when 
diesels were considered useful 
for switching purposes, due, to 
fuel savings when not in oper- 
ation. Gradually, with the de- 
velopment of more powerful 
units, they have replaced the 
old “iron horse.” However, the 
steam locomotive, which for- 
merly was about 25% efficient, 
is putting up a game fight and 
- may survive in improved form. 
The latest development is the 
gas turbine which may give the 
diesel a run for its money. But 
in any event there is good business ahead for the 
makers of locomotives. 


Strong Foreign Demand 


Obviously, there are big opportunities in the for- 
eign field for the railroad equipment makers because 
of severe wartime damage in Europe and Asia, as 
well as the rationing of new equipment elsewhere. 
Foreign business alone would seem to be ample to 
supply several years’ good business to the industry, 
if the necessary credit is forthcoming to finance for- 
eign purchases. In this connection, the success of 
current financing of the World Bank—which may de- 
cide to issue one-half billion in bonds instead of the 
proposed one-quarter billion—together with the Ex- 
port-Import Bank, the Marshall 
Plan, are important factors in 
sustaining foreign demand. 
Railroad equipment is essential 
for the rebuilding of the Euro- 
pean economy. 

It is much easier for our 
railroads to finance the pur- 
chase of new equipment than 
to borrow money for additions 
and betterments to plant and 
structures. Equipment  pur- 
chases can easily be financed at 
low interest rates through 
equipment trust certificates or 
conditional sales agreements. 
Trust certificates are regarded 
as the highest type of railroad 
security, and until the 1930s 
there was hardly any record of 
a default on such paper even in 
receivership. Moreover, unlike 
the bonds issued to construct 
new track or building, equip- 
ment trust certificates are paid 
off automatically by serial in- 

(Please turn to page 457) 
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By H. S. COFFIN 


ith a record of more than a century’s 
business experience back of it, Worthington Pump 
is striving to make the most of record breaking 
peacetime opportunities in its special field. Judging 
from late reports, its efforts are proving quite as 
satisfactory as the most optimistic shareholder 
could expect. Memories of prolonged periods in pre- 
war, when deficits were frequent and dividend pay- 
ments on the common were omitted, apparently have 
made investors somewhat cautious in scanning the 
outlook ahead. At a recent price of $53 for the shares 
and a current annual dividend rate of $2 per share, 
a yield of close to 3.8% is obtainable. And as for 
the price-earnings ratio, if earnings for the second 
half should equal those now probable for the first 
six months, a status of about 3 to 1 might be 
achieved on a full year basis. Gauged by the fore- 
going yardstick the shares are perhaps under-priced 
or are discounting poorer times in the offing. Hence 
a study of this old concern and its prospects pro- 
vides an interesting foundation for analysis. 

Why Worthington is able to make hay under cur- 
rent conditions is understandable, because the 
numerous forms of machinery in which it special- 
izes are in insistent demand by a wide range of in- 
dustries. Fact is that to offset mounting wages and 
materials costs, nearly every manufacturer in the 
land knows that salvation rests in the use of the 
most modern equipment to speed up output, reduce 
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Photo by Worthingte 
Worthington Centrifugal Compressors help air condition this Consolidated Aircraft 
machine room. Worthington’s numerous forms of machinery are in wide and urgent demand. 


tolerances, and to win increased efficiency all along 
the line. Wartime engineering research, as it hap- 
pens, has improved many of Worthington’s offerings 
to a point where equipment installed scarcely five 
years ago is substantially obsolete. Apply this factor 
in varying degrees to the many forms of machinery 
produced by the company, and the effect in stimu- 
lating demand is apparent, not only in the domestic 
field but in foreign countries as well. During past 
decades, the company has established representa- 
tion in more than 50 foreign markets, and its ex- 
ports are very substantial. 


Products Essential to Industry 


To comprehend the scope of Worthington’s activi- 
ties in the machinery field, and to envisage how 
necessary its products are to industrial users, which 
in turn supply civilization with a long list of essen- 
tials, a brief summary of its more important items 
may be enlightening. Pumps and pumping equip- 
ment of every size and description, of course, have 
always been a main specialty. For the petroleum and 
natural gas industries, chemical manufacturers, 
municipalities, irrigation, railroads, public utilities, 
pulp producers and mining concerns, pumps are a 
prime necessity. And this company also ranks as the 
leading supplier of marine pumping equipment. To 
round out operation of these numerous units, the 
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Worthington Pump & Machinery 
Dec. 31, Dec. 31, 

1937 1946 Change 
ASSETS (000 omitted) 
NN Ni es tS A nak a $ 1,051 $ 6,406 +$ 5,355 
Receivables, net Brrr 3,917 13,599 + 9,682 
Inventories ....... Rts aks 9,747 24,262 + 14,515 
TOTAL CURRENT ASSETS _ 14,715 44,267 + 29,552 
Plant and equipment... 19,886 23,317 + 3,431 
Less depreciation . : 8,925 14,790 + 5,865 
Net property . ee 10,961 8,527 — 2,434 
Other assets ................. wu. 2,055 910 — 1,145 
TOTAL ASSETS $27,731 $53,704 +$25,973 
LIABILITIES 
Notes payable $ 4,225 —$ 4,225 
Accounts payable and accruals. 1,966 $11,695 + 9,729 
Reserve for taxes 527 1,902 + 1,375 
TOTAL CURRENT LIABILITIES. 6,718 13,597 + 6,879 
Short term debt 6,000 + 6,000 
Reserves . 2,878 + 2,878 
Capital . : 16,965 16,955 a 10 
Surplus ... 4,048 14,274 + 10,226 
TOTAL LIABILITIES $27,731 $53,704 +$25,973 
WORKING CAPITAL ey T4597 $30,670 +$22,673 
CURRENT RATIO 2.2 3.2 + 1.0 











company also makes a full line of compressors, elec- 
tric motors and generators, steam turbines and in- 
ternal combustion engines. Air-conditioning equip- 
ment, too, and construction machinery, are among 
its offerings, while refrigerating units are not to be 
overlooked. Nor could even this partial list satisfy 
our readers, unless mention were made of Diesel 
engines, which are being strongly featured by 
Worthington. 

In studying world wide problems for producers of 
nearly every description, it can be readily imagined 
how substantial and widely spread is the current 
demand for Worthington products. Latest reports 
indicate that if the present rate of shipments con- 
tinues throughout the full year, volume for 1947 
may reach $85 million, compared with $59.7 million 
for 1946. Against peak sales of $150.7 million in 
1944, this showing might seem rather modest, but 
turning back to 1937, when sales were only $17.7 
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(Figures are in $ thousand) 
For Year 
Ended 
| Dec. 31, 1946 
res 5b $59,768 
| Depreciation ... 576 
TaKeS enn 1,901 | 
| Preferred Dividend 637 | 
| Balance for Common $2,968 | 
| Operating Margin .... 627, | 
| Net Profit Margin............... 6.0% | 
| % Earned on Capitalization 115% | 
| Net per Common Share $10.60 | 
| Recent Market Price $53 | 
| Price-Earnings Ratio 5.0 | 
| Indicated Dividend Rate... $2.00'a) 
| Current Yield ne 3.8% | 
| Inventories, % of Sales 40.5% 


| Inventories, % of Current é 
Assets 54.8%, 


Book Value per Share... $71.24 
| Net Current Asset Value 
per Share .. $37.60 


1936 1937 





(a)—Plus 10% Stock June, 1947. 
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million, it will be seen that postwar has treated the 
company very generously indeed. With backlog or- 
ders in April reported as around $50 million and 
piling up faster than deliveries, the immediate out- 
look has a bright tinge, at least as to potential sales. 
What stirs up pessimists here and there, seems to 
be the traditional sensitivity of the machinery in- 
dustry to cyclical swings in industrial activity. In 
the past, the record shows that when bad times ap- 
pear on the horizon, volume of heavy machinery 
makers goes into a tailspin half as fast again as that 
of industry in general. Worse yet, it usually drags 
along at a dismally low level for some time after 
the rest of the economy has shown signs of recovery. 
During five years in the early 1930s, for example, 
Worthington was forced consistently into the red, 
despite its basically strong trade position. Most 
others in this industry had a similar experience. 
Should a recession set in during the second half of 
1947, fear in some directions is that the machinery 
oo might suffer rather tough going for 
a while. 


Results For 1947 Should Be Good 


In increasing numbers, however, business men and 
economists are decrying the possibility of anything 
more than a relatively moderate decline in business 
activity during the near term, and even if one should 
occur it may not seriously check the current trend 
of most industrial concerns towards expansion and 
modernization. If any adverse change in the eco- 
nomic picture evolves, it is true that a prospect of 
lower prices might tend to defer placement of new 
orders for equipment to some extent. But all signs 
point to a relatively short period of readjustment, if 
any at all, and as Worthington’s orders are largely 
on a “tailor made” basis, it is by no mean certain 
that cancellations would be heavy. Take the petro- 
leum industry, for instance, now strongly on its way 
with a $4 billion expansion program to be hopefully 
finished by the end of 1948. Worthington products of 
manifold description play (Please turn to page 453) 
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By RICHARD COLSTON 


Gn our January 18th edition we pointed out 
that the outlook for the meat packing industry in 
1947 appeared to be excellent. We remain of that 
opinion and particularly as it applies to the Big Four 
—Armour, Cudahy, Swift and Wilson. 

At the first of the year, we reviewed the viscissi- 
tudes from which the industry had just emerged— 
OPA controls, price ceilings, black markets—all of 
which is now past history. At that time we predicted 
that the virtual cessation of black markets which 
would be accomplished by a more even and increased 
flow of livestock to market. It now appears that total 
meat production will run to the highest record for 
the 25 years, for which records are available. 

It is interesting to note that in the first five 
months of 1947 farmers’ income from livestock in- 
creased 40% over the same period of the previous 
year. The production of beef is at a new high. The 
Government has been stressing to farmers the im- 
portance of raising about 95 million pigs in 1947, 
but it is doubtful whether this amount will be forth- 
coming. The outturn will probably be larger than 
1946 but, on the other hand, slightly below 1939. 


Higher Prices Due to Domestic Demand 


Despite the profuse supply of meat coming to 
market, prices have been forced substantially higher 
because of the consumer demand of record propor- 
tions. This is in spite of the fact that meat purchases 
by the armed forces are running about 30% behind 
1946. 

Some quarters have been inclined to blame the 
shipment of meat abroad for the high prices and this 
became a popularly accepted notion. However, it is 
not true. With national income at a new high the 
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Photo by Armour 
With peak production of meat—high prices prevailing—and huge 
consumer demand, the outlook for the packing companies is good 


consumer, here in the United States, has demanded 
a substantially increased per capital supply of meat 
for his diet. He is responsible for the upward trend 
of his own meat bill. 

Turning to the export market, we had previously 
predicted that shipments of meat abroad would be 
limited only by available dollar exchange. With dol- 
lar shortages abroad, foreign nations are trying to 
conserve their exchange for other purposes. The ex- 
ports of meat in the first six months of 1947 were 
less than one-half of such shipments in the same 
period a year ago. These exports are controlled by 
Government allocations which in the June quarter 
constituted about 3% of our anticipated meat pro- 
duction for that three months period. 


Corn and Feed Grains Up 


The heavy rains and floods played their part, too, 
in creating a condition which will tend to keep meat 
prices high. Crops of corn and other feed grains may 
be the smallest for several years past, due to the 
reduction in acreage and the late planting. Naturally 
when available supply of animal feed is curtailed, 
prices rise accordingly. 

Earlier in the year some of the packers were wor- 
ried about the possibility of substantial inventory 
losses. They figured that heavy supplies would more 
than meet demand but this has not proved to be 
the case. It is possible that inventory gains will re- 
place the feared inventory losses. This would be 
beneficial to the market action of the shares of these 
companies as reserves for inventory loss would not 
have to be used. 

Our anticipation of higher wage scales expressed 
last January has been (Please turn to page 459) 
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ARMOUR & CO. 


RECORD: Reference to the long term chart indicates the uptrend in 
earnings, which for the 1946 fiscal year was reported as $4.27. Current 
strength is indicated by growth in working capital, which was over $150 
millisn at the end of 1946. The comparative balance sheets presented 
below show the wartime growth of financial stability. 


OUTLOOK: Armour & Co., second largest meat packer in the industry, 
emerged as the largest profit maker for the 1946 fiscal year. Net Income 
was ata record high of $20.8 million, equal to $4.27 per common share. 
That is after a $9.5 million provision for inventory price decline. A prime 
factor for the large earnings is that Armour is engaged to a large extent 
in non-meat production, which last year proved to be a more profitable 
item than meat. Domestic meat operations accounted for 61% of sales 
and but only 32% of net earnings, while other operations, including for- 
eign sales represented 39% of sales and 68% of net. George A. East- 
wood, President, announced further plans for diversification. Just a few 
weeks ago, the construction of a new chemical plant to cost several 
millions was announced. It will produce fatty acids and new chemicals 
of such diverse uses as synthetic detergents, paper coating, waxing and 
polishing formulations, emulsifiers—to mention just a few. Completion of 
the plant is scheduled for early 1949. Sales for the quarter ended Janu- 
ary 31, 1947 were reported at $444.5 million, 59% above the correspond- 
ing 1946 quarter. Sales are expected to ebb slightly from present huge 
demand in the last half, and with higher wages and operating costs it 
seems probable that net may edge downward, but will compare favor- 
ably with previous years. 


DIVIDENDS:For the past thirteen years, which is since the present com- 
mon stock has been outstanding, only one annual dividend of $.70 was 
paid in 1937. Elimination of preferred dividends, with enactment of the 
new capitalization plan, is expected to result in resumption of common 
dividends. 


MARKET ACTION: 1946-47 High—18!/2; Low—934; Recent—14. 
COMPARATIVE BALANCE SHEET ITEMS 

































































Nov. 2, Nov. 2, 
1940 1946 Change 

ASSETS (000 omitted) 
Cash $ 14,456 $ 39,576 +$24,120 
U. S. Government securities.......................... 67 + 
Receivables, net 38,100 47,509 + 9,409 
Inventories 85,884 131,069 + 45,185 
Other current asse 741 70 = 671 
TOTAL CURRENT ASSETS. 139,181 218,291 + 79,110 
Plant and 200,860 213,720 + 12,860 
Less depreciation 58,939 84,585 + 25,646 
Net geod 141,921 129,135 — 12,786 
Other asse 15,145 16,938 + 1,793 
TOTAL ASSETS $296,247 $364,364 +$68,117 
LIABILITIES 
Notes payable $ 18,539 $ 10,462 —$ 8,077 
Accounts payable and accrualz.................... 10,451 24,78 + 14,332 
Reserve for taxes. 8,919 29,858 + 20,939 
Other current liabilities 2,954 + 2,372 
TOTAL CURRENT LIABILITIES. 38,491 68,057 + 29,566 
Minority interest 230 + 419 
Deferred liabilities 000... ccccccccsccssseeeeeee £00 775 + 275 
Short term debt. sidecases 18,000 + 18,000 
Long term debt. 63,974 99 + ,02 
Reserves 4,080 13,700 + 9,620 
Capital 130,888 77,000 — £3,888 
Surplus 58,084 115,189 + 57,105 
TOTAL LIABILITIES .. wee $296,247 $364,364 +$68,117 
WORKING CAPITAL . ... $100,690 $150,234 +$49,544 
CURRENT RATIO 3.6 i | — 4 





WILSON & COMPANY 


Funded Debt: $16,719,340 
Shs. $4.25 Pfd: 250,000 - no par — 
Shs. Common: 2,116,981 - no par 

1 


Fiscal Year: Dec. 3 


1936 1937 1936 1939 1940 1941 1942 1943 1944 1945 1946 





WILSON & CO. 


RECORD: A look at the record of Wilson & Co., third largest meat 
packer, shows a very favorable picture. Net per share has increased over 
110%, dividend payments have been resumed, and net working capital 
is steadily growing. To see just how the war years have helped Wilson 
to improve its financial condition, a glance at the balance sheet tabula- 
tion below will suffice. 


OUTLOOK: Sales for the year declined $28 million or about 6% to 
$441 million. Net Income rose by $3.3 million or 65% to $8.3 million or 
$3.44 per share. This is before deducting $2 million set aside out of 
surplus as a reserve against future price decline. It is equal to 94c per 
common share. Sales for the first half of 1947 (6 months ended April 30) 
were $340.2 million, which would indicate a yearly rate of $780 million. 
However, sales in the last half are not expected to continue at such a 
high level—although this is by no means certain in view of national in- 
come levels. Favorable profits should be reported for the full year 1947. 
Edward F. Wilson, President, reports that Wilson & Co. is developing new 
products in their research laboratories, and that the company plans to 
diversify as much as possible. In addition to a complete line of meat 
products, Wilson distributes dressed poultry, eggs, butter and cheese, 
pharmaceuticals, fertilizers, air filters, insulation, industrial oils, sporting 
goods—to mention but a few. 


DIVIDENDS: Last year was the first time since 1937 that Wilson & Co. 
has declared a dividend on the common stock. The company paid 20c 
quarterly to make a total distribution of 80c for the year. Thus far in 
1947, a 20c quarterly, and 25c¢ quarterly has been declared so as to 
make total distribution through June, 1947 45c. 
i | 
MARKET ACTION: Price Range for the 1946-47 period: High—21; Low— 
105g; Last—14. 


COMPARATIVE BALANCE SHEET ITEMS 
7. 26, Oct. 26, 






























































940 1946 Change 
ASSETS (000 omitted) 
Cash $ 3,954 $ 6,175 +$ 2,221 
U. S. Government securities... eeeeeteeee 9,630 + 9,630 
Receivables, net 13,712 17,586 + 3,874 
Inventories 29,754 43,438 + 13,684 
Do, 5 Se Ee ane 390 a 39 
TOTAL CURRENT ASSETS 47,420 77,219 + 29,799 
Plant and q 60,680 66,663 + 5,983 
Less depreciation 20,210 " + 5,811 
Net property 40,470 40,642 a 
Other assets 1,776 4,445 + 2,669 
TOTAL ASSETS _ $89, 666 $122,306 +$32,640 
LIABILITIES 
Notes payable ......... = SS —$ 2,175 
Accounts payable and accruals............ 5,196 $ 11,193 + 5,997 
Reserve for taxes 1,712 8,99 + 7,281 
Other current liabilities 707 7,325 + 6,618 
TOTAL CURRENT LIABILITIES.. 9,790 27,511 + 17,721 
Deferred liabilities 96 '— 96 
Minority interest 955 ‘1,105 + 150 
Long term debt. 21,861 15,580 — 6,281 
Reserves 3,150 5,440 oe 129 
Capital 40,907 40,051 a 
Surplus 12,907 32,619 + 19,712 
pc ETN |) | || |; cee eee ene $89,666 $122,306 +$32,640 
WORKING CAPITAL on cccceee $37,630 $ 49,708 +$12,078 
CURRENT RATIO 4.8 2.8 — 2.0 
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SWIFT & COMPANY 






























































































































Funded Debt & Notes: $14,000,000 a= 
Shs.: 44% Pfd: 100,000 - $100par + 25 
Shs. Comon: 514,338 - $30 par {| Fat Te 
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= Funded Debt: $50,000,000 
Shs." Cap. Stk: 5, 922, 196 - $25 par se = 
— Fiscal Year: Oct.: 





















































































































































T_THOUSANDS OF SHARES ~~ 















1944 
































onl YEARLY 1936 1937 1939 ° 1941 1942 1943 1945 
-12 | 12.19 | unt Fam] 2.05 1.50 1d .59. 1.74, 1.80 3.01 2.85 2.94 2.66 2.08 | 2.77 
-50_| 2.20 | sx [ow] 1.50. 1.50 1.20. 1.20. 1.20 1.50 [1.50 171.50) 1.90 | 1.90 | 1.90 
6 | 38.5 Weg Gop $ Mill 15B.3 153.4 130.1 130.4 142.5 166.3 171.1 162.9 184.4 188.0 | 180.8 
CUDAHY PACKING COMPANY SWIFT & CO. 
f RECORD: As can be seen from the above chart, 1946 earnings of = 2 f : : 
, e $ RECORD: Stability of earnings is a feature of Swift & Co., the biggest 


$12.19 topped all previous years. The net working capital position has 
steadily improved. The comparative balance sheets tabulated below show 
the increases which were achieved through the war years. 
OUTLOOK: Sales volume of Cudahy, fourth ranking meat packer, in- 
creased but 1'/.% or approximately $5 million over 1945. However net 
income rose by $4.2 million to a record high figure of $6.7 million, an 
increase of 168% over last year. This large increase is due in part to 
higher selling prices, elimination of excess profits taxes, widened profit 
margins and inventory valuation. Most of the meat packers use the 
“lifo" method (last in, first out) of inventory valuation which in times 
of rising prices tends to reduce indicated earnings and in times of 
declining prices, it serves to boost reported profits. However, Cudahy 
values inventory at the lower of cost or market. A reserve of $3.5 million 
has been set aside from current earnings for possible inventory decline 
this year. However, with the present trend in prices this is unlikely to be 
needed. Cudahy is making great strides in its research laboratories. It 
has succeeded in shortening the curing time for hams and bacons from 
35 to 7 days. It has also added many new products with specialized uses 
such as plastic oleo oil for use in confectionery manufacture, liquid oils 
made from lard for commercial baking, detergents, new processes for 
manufacturing glue and many others. Cudahy has also increased its 
advertising budget so as to insure its popularity when the market will 
become a Buyer’s one once again. May, 1947 Cudahy sold $15 million 
Ist mortgage 254% bonds, due May, 1967. They used the proceeds to 
redeem $14 million 3% Ist mortgage bonds due 1964. With the re- 
mainder augmented by other funds so as to make a total of $1 million, 
a fund was established from which expenditures for property improve- 
ment will be drawn. 
DIVIDENDS: From 1924-37, some dividends were paid each year. 1938- 
43 no dividend payments were made, and then in 1944 payments were 
resumed. In 1946, in addition to the 30c quarterly payments, a year end 
extra of $1.00 and 10% in stock were declared, so as to make a total 
of $2.20 plus 10% stock for the year. Thus far in 1947, two 30c quarterly 
‘ dividends, a 40c regular and 40c extra, have been declared making the 
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of the “Big Four.” The increase in this year's net is rather small when 
compared with the sensational increases shown by the other meat packers. 
Working capital, though slightly off from last year, shows improvement 
over the last pre-war year of 1940. 


OUTLOOK: There was a modest improvement in sales. Volume was 
again over the billion mark, namely $1.3 billion. Net earnings increased 
by $4 million, or 33%, to $16.4 million. The reason for Swift's compara- 
tively unsensational earnings increase is that it follows a policy of valuing 
a high proportion of its inventory on the basis of last in-firsf out (“Tifo”’). 
This tends to reduce indicated earnings in times of high prices. Since the 
“lifo" method will tend to boost reported earnings in times of declining 
prices, Swift has been able to inect a degree of stability in its earnings. 
January, 1947, Swift issued two types of bonds, one $35 million 25-year 
debentures 244%, due 1972 and the other, $15 million serial debentures, 
due $1.5 million each year through 1957, and carrying interest rates from 
1.1% to 1.9%. In all that amounted to $50 million. $18.75 million was 
used to retire outstanding debentures carrying a higher interest rate, 
while the remainder was allocated for plant replacement and expansion. 
Swift has opened a new field of prepared meats, that of bottling specially 
strained and diced meats for babies and young children. Among other 
new products are “Swift's Cleanser," a general household aid, and 
“End O Pest" an insecticide. The company, through Swift & Co. Fund for 
Basic Research, is supporting research projects in many universities. A 
new fat and oil processing unit which will include the use of a new 
process developed by the M. W. Kellogg Co. is scheduled for comple- 
tion in 1948. 


DIVIDENDS: In 1946, in addition to the regular quarterly dividends of 
40c, a 30c extra was paid to make a total distribution of $1.90. Thus far, 
in 1947, three 40c quarterlies have been declared, and a 50c extra. The 
other 40c quarterly is assured, and so that will make 1947 distribution 
at last $2.10. 


MARKET ACTION: The 1946-47 Range: High—4!'/g; Low—305; 





























total paid through July $1.40. Recent—35. 

MARKET ACTION: Range for the 1946-47 Period has been High—66; COMPARATIVE BALANCE SHEET ITEMS 

Low—31'/4; Last—42. Oct. 26, Oct. 26, 

COMPARATIVE BALANCE SHEET ITEMS 1940 1946 Change 
ov. 2, ov. 2, ASSETS (000 omitted) 
1940 194 Change CO” (aaa . $ 30,481 $ 17,149 —$13,332 

ASSETS £000 omitted) Marketable securities 14,775 67,508 + 52,733 

ash $ 3,296 10,54 +$ 7,249 Receivables, net .. 38,799 52,010 + 13,211 
Receivables, net 8,38 12,809 + 4,429 Inventories .............. 85,967 99,827 + 13,860 
Inventories 16,109 33,782 4+ 16,673 Other current assets 747 911 + 164 
TOTAL CURRENT ASSETS ESO Dreeercen 27,785 57,134 + 29,351 TOTAL CURRENT ASSETS... 170,769 237,405 + 66,636 
Plant and 43,950 45,783 + 1,833 Plant and equipment... 200,829 220,339 + 19,510 
Less depreciation 18,041 24,099 + 6,058 Less depreciation . 99,593 120,480 + 20,887 
Net property 25,909 21,684 — 4,225 Net property .................. 101,236 99,859 + 1,377 
Other assets 1,766 1,166 _— 600 Other assets ......... vue 42,274 28,873 — 13,401 
TOTAL ASSETS . $55,460 $79,986 +$24,526 TOTAL ASSETS ........... . $314,279 $366, 137 +$51,858 
LIABILITIES LIABILITIES 
Notes payable ae Gee eee —$ 282 Notes payable $ 11,073 $ 1,250 —$ 9,823 
Accounts payable and accruals............... 1,959 $ 4,822 + 2,863 Accounts payable and accruals................ 7,282 19,911 + 12,629 
Reserve for taxes 966 13,816 + 12,850 Reserve for taxes............ S 8,859 23,819 + 14,960 
Other current liabilities. « ‘623 —_— — 1,623 Other current liabili 1,000 11,566 + 10,566 
TOTAL CURRENT LIABILITIES. e 4,830 18,638 + 13,808 TOTAL CURRENT LIABILITIES 56,546 + 28,332 
Minority interest a eee a mi 7 Deferred liabilities. ............ pass —_ — 8,314 
Long term debt. 22,370 14.000 — 8,370 Long term debt. 17,500 — 7,500 
RR ee ee | eee 5,500 + 5,50 Reserves 24,767 + 6,444 
Capital 22,575 25,427 + 2,852 Capital 148,182 a 24 
Surplus 5,611 16,421 + 10,810 oe 119,142 + 32,872 
TOTAL LIABILITIES $79,986 +$24,526 TOTAL LIABILITIES ... $366,137 +$51,858 
WORKING CAPITAL . $38,498 +$15,543 WORKING CAPITAL ... $180,859 Bi 304 
CURRENT RATIO 3.1 — 2.6 CURRENT RATIO ....... 4.2 — 41.8 
JULY 19, 1947 441 
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PB iviion Dollar Club” membersship may be 
claimed by only 45 American business enterprises. 
Commercial banks dominate the club with a total of 
19 members. This despite the fact that the assets of 
commercial banks dropped off sharply during the 
past eighteen months due to the virtual cessation of 
large scale deficit financing by the Government and 
the Treasury Department’s debt retirement program, 
which commenced the early part of 1946. 

Yet, in contrast to the record breaking profits for 
business generally in the first quarter of the current 
year, earnings of commercial banks, for the same 
period, slumped spectacularly in many instances. 
This was due to postwar phenomena which resulted 
in banks being squeezed by two economic pressures. 
There was a sharp contraction in the volume of de- 
posit to be used for lending and investment and an 
increase in the overall payroll of banks. The former 
was a direct result of the Treasury Department’s 
debt retirement program and the latter represented 
wage boosts to conform with the higher wage pat- 
tern for all businesses. Additionally, there was an 
absence of security profits from Government bond 
transactions which had been so prevalent during the 
war years. 

Second quarter results, as shown by bank state- 
ments for the half year ended June 30, 1947, re- 
veal, in the majority of instances, earnings below 
the similar period for 1946 but, significantly, the 
rate of decline was less than that experienced in the 
first quarter. Of importance to bank shareholders is 
the revelation in the current quarterly statements 
that the banking fraternity demonstrated their abil- 
ity to expand their capital funds further during a 
period of declining earnings. Indications are that 
profits for the second quarter covered current divi- 
dend rates and, in addition, there was a bit added to 
surplus. 

Deposit accounts for most institutions were 
slightly above those reported for the first quarter of 
the current year. This represented the first such 
occurrence since December 31, 1945. It is the most 
significant development revealed by the June 30th 
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statements as it definitely indicates that a halt has 
been brought to the postwar decline in deposits. 

But what of the future for bank stock earnings? 
That hinges on how the present trends in the basic 
elements of bank earnings will influence future earn- 
ings. Let us, therefore, look into these basic ele- 
ments. 


COSTS .. . One of the more important elements is 
costs and these increased sharply over the past 
seven years. Due mainly to higher wages and sal- 
aries, current operating expenses of all insured banks 
rose from $1.133 million in 1939 to $1.763 million 
for the year 1946. This is an increase of 5514% and 
expenses for the current year will undoubtedly be 
higher since many of the salary and wage increases 
—this incidentally, represents the largest item of 
expense—were not fully reflected in the 1946 re- 
sults. This increase, considered by itself, would quite 
naturally be the cause for some concern. However, 
much more significance should be attached to the 
ratio of expenses to income. This tells a more heart- 
ening story. During 1939, current operating ex- 
penses were 70.5% of current operating earnings, 
while in 1946 this ratio had declined to 61.5%. In 
the face of a 5514% increase in the amount of oper- 
ating expenses, it may well be asked how the ratio 
of expenses to earnings could show a decline. The 
explanation is, of course, that operating earnings, 
too, had risen during the same year span from 
$1.606 million to $2.863 million for an increase 
of 78%. Thus operating earnings increased at a 
much greater rate than did operating expenses so 
that where it required 7014 cents of expense in the 
year 1939 to produce each dollar of operating earn- 
ings, the same dollar of earnings could be produced 
in the year 1946 by incurring only 6114 cents of 
expense. 

It can be seen, therefore, that our banks have 
been quite successful in keeping operating expenses 
under satisfactory control. It is true that this was 
accomplished under conditions of rising volume and 
that most of the increased expenses are of a nature 
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which may not be réadily reduced. Clearly, our banks 
must have a sustained high level of gross income 
if operating expenses are to continue at a reason- 
able ratio of total operating income. And this seems 
to be the case. Half year statements of banks indi- 
cate that volume has stabilized around its current 
level which is still relatively high. 


DEPOSIT TRENDS... As we have seen, banks will 
require a high level of operating income. Let us, 
therefore, briefly analyze the trend of deposits, the 
raw material from which credit is manufactured. 

Total adusted deposits of all banks in the United 
States stood at $57,698 million on December 30, 1939. 
From this figure they rose to a peak of $148.911 mil- 
lion on December 31, 1945 and have been in a de- 
clining trend since until as of April 30, 1947 they 
stood at $139.300 million. 

The decline in deposits was, of course, due to the 
end of large scale deficit financing by the Govern- 
ment and the Trtasury Department’s debt retire- 
ment program. This program is now largely com- 
pleted and, barring a depression, the present level 
of deposits, which is still high compared to the pre- 
war level, is likely to hold over the foreseeable 
future. 

As a matter of fact, a renewed growth of total 
deposits could readily set in as a result of further 
increases in loans, further growth of savings depos- 
its and increases of Government security holdings 
through the purchase by banks from corporate and 
individual holders. 





EARNINGS ASSETS .. . Loans and investments are 
by far the chief products from which banks derive 
their earnings. Additional sources of revenue are 
from various services performed by banks, such as 
estate and trust service, collections and check facil- 
ities as well as a number of new special services. 
Although these are quite sizable in the case of some 
banks, they are still distinctly secondary to the in- 
come derived from loans and investments. 

During the past eighteen months the volume of 
Government securities held by banks has under- 
gone a progressive reduction. Additionally, the loss 
of income resulting from this reduction was not fully 
“reflected in 1946 earnings. However, here, too, the 
present level of holdings of Government securities 
appears to have stabilized. At this level, income from 
Government securities will cover approximately 70% 
of the total expenses of commercial banks. This fact 
provides a considerable degree of stability to the 
income of commercial banks, since it will continue 
regardless of the level of business activity. 

Loan demand is expanding and continues active 
especially in the newer and higher rate fields of con- 
sumer and installment financing. And, barring a 
depression, banks should be able to maintain the 
present volume of loans together with the income 
from these assets at close to present levels. As a 
matter of fact, further increases of the volume in 
this field are within the reach of those banks which 
are able and willing to effectively and aggressively 
merchandise their products. Indeed, it is in this 
category that the best (Please turn to page 457) 

























































































Earnings Comparisons and Pertinent Statistics of Selected Stocks 

| ——————. (& Million) | 

Loans & In- 

Total Assets Deposits vestments* Net Per Share Indicated 
Dec. 31, June 30, June 30, June 30, 1947 1946 1947 1947-47 Current 
1946 1947 1947 1947 1945 1946 (&mos.) Div. Div. Price Range Price Yieldt 

Bank of Amer. (San Francisco). $5,765 $5,470 $5,113 $4,430 $3.16 $3.37 $2.90 $2.00 $2.00 54'/2-39/2 $43 4.7% | 

Bank of Manhattan... 1,130 1,121 1,005 805 5.11 2.49 1.10 1.20 1.20 3434-231, 25 «44.8 | 
Bank of New York. ccc 358 360 278 233 «33.11 25.97 10.90 14.00 14.00 474-340 340 = 4.1 

Bankers trust. RS 1,526 1,340 1,159 3.39 3.08 1.25* 1.70 1.80 541/4-37%, 40 45 | 
Brooklyn Trust 2. 253 242 225 i7F §=sS 28 7.98 4.40 5.50 5.00 142-101 101 5.0 

Central Hanover Bank & Trust 1,865 1,568 1,432 1,164 11.67 9.57 3.00 4.00 4.00 I25|,A91', 9 42 | 

Chase National Bank..... 4,865 4,814 4,445 3,639 3.59 2.99 1.24 1.60 1.60 47 -31% 36 «4.4 

Chemical Bank & Trust......... 1,347 1,293 1,169 956 5.31 3.18 1.73 1.80 1.80 531/4-38!/, 40 45 | 

Commercial Natl. Bank & Trust 229 220 195 169 4.57 4.03 1.74* 1.60 2.00 49'/4-38!/2 42 48 

Continental Bank & Trust......... 196 195 181 144 4.22 2.04 72 .80 80 231/4-15 16 5.0 | 
Corn Exchange Bank & Trust... 842 813 767 596 4.84 5.10 2.49 2.40 2.80 67-51% 58 4.8 

First Notional Bank of N. Y........ 797 847 703 676 122.91 106.01 40.59 80.00 80.00 2,025-1,370 1,375 5.8 | 
Guaranty Trust... 1,893 2,808 2,383 2,182 23.61 21.94 9.74 12.00 12.00(x) 351-254 277s 4.3 
Irving Trust .............. 1,150 1,159 1,035 855 1.22 1.25 56 .80 .80 20!/4-1434 15 5.3 
Manufacturers Trust 000... 2,434 2,260 2,113 1,698 9.75 5.26 2.30 2.40 2.40 65!/4-48!/2 50 48 
Morgan, J. P. & Co...... 654 701 631 524 25.43 17.68 —7.64 8.00 8.00 344-214 y 7: ee 
National City Bank............. . 4,977 5,044 4,720 3,675 4.12 3.67 2.01 1.60 1.60 50!/g-355 44 39 
New York Trust 730 700 625 524 14.97 8.96 —3.17* 4.00 4.00 117-84!/2 91 4.4 
Public National Bank & Trust... 588 556 520 435 4.45 5.15 2.09 1.61% 2.00 48!/2-381/, 40 5.0 
United States Trust of N. Y.......... 3 165 140 107 17° 38.97 37.52 18.13 51.25 35.00 806-625 625 5.6 

(*)—Exclusive of net profits on securities sold. (t)—Based:on indicated 1947 dividend. 
(x)—Plus | share stock for every 9 shares held. 
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Waiting 


The top area of the bull mar- 
ket, from late 1945 through most 
of the summer of last year, was 
accompanied by the heaviest vol- 
ume of new common stock financ- 
ing in many years. Indeed, the 
eventual “indigestion” in equity 
financing was one of the storm 
signals preceding the 50-point de- 
cline in the industrial average. 
Due to adverse market conditions, 
such financing has been extremely 
light for many months. Now, 
however, many underwriters are 
watching the price recovery hope- 
fully. There are scores of new- 
equity issues “all set” and wait- 
ing to be offered to the specula- 
tive public if market strength 
continues. This column’s surmise 
is that another 5-point advance 
in “the Dow,” on good activity, 
would start them coming out; and 
that a further 10-point rise would 
launch a flock of them. It remains 
to be seen whether the under- 


PROFIT 
INCOME 


writers will get as good a market 
as they hope for; and whether 
the public will “bite.” To date the 


revival in confidence applies 
mainly to seasoned, prominent 
stocks of demonstrated earning 
power. Assuming the chance 
comes for an important volume of 
the waiting equity financing to be 
released, the response will bear 
watching, for it could throw con- 
siderable light on general market 
potentialities. The writer would 
not be surprised if such evidence 
fails to be “constructive.” Cer- 
tainly the time when the most 
speculative new issues could be 
sold to the gullible at fancy prices 
is gone. 


Auto Boom 


It is hard to see how the pres- 
ent boom demand for automobiles 
can be watered down before some 
time well into 1948. However, this 
column is reminded that not many 
months ago very few people 








Brown-Forman Distillers 000.000.000.000... 
Great Atlantic & Pacific Tea............................. 
Manhattan Shirt 
National Tea 
North American Rayon 
Transue & Williams Steel... 
Underwood 
| United Shoe Machinery 
| Walker-Gooderham & Worts............................. 
| Woodward Iron 























INCREASES SHOWN IN RECENT EARNINGS REPORTS 





1947 1946 
Year April 30 $ 9.74 $ 3.51 
Year Feb. 28 13.60 5.02 
6 mos. May 31 1.93 1.57 
24 wks. June 14 2.23 1.45 
24 wks. June 14 3.72 2.38 
6 mos. June 30 1.16 soe | 
6 mos. June 30 2.95 .78 | 
Year Feb. 28 3.65 3.13 
9 mos. May 31 5.36 3.74 | 
6 mos. June 30 5.37 1.41 | 
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could imagine a nearby crack in 


‘the demand for houses, in view 


of the great urgent needs. Build- 
ing stocks were outstanding fa- 
vorites in the market’s November- 
February intermediate recovery. 
The popular concensus on them 
proved wrong. Almost overnight 
the market for old homes passed 
its crest and began to slide, fol- 
lowed soon by a similar trend in 
new contract awards. In the case 
of autos, nobody really knows just 
what the urgent demand actually 
amounts to. The thing to watch 
is the used-car market and the 
“gray market” for new cars. One 
of these days, almost overnight, 
it will no longer be possible to re- 
sell a new car for more than the 
list price. Eventually, normal de- 
mand may be adversely affected 
if high prices are not shaved. 


Appliances 


There are still large needs for 
most types of household appli- 
ances, especially refrigerators and 
washers. But need is not the same 


. thing as effective demand. Inves- 


tors should note certain state- 
ments publicly made recently by 
E. F. Jeffe, vice-president of Con- 
solidated Edison in charge of ap- 
pliance sales. He says that sales 
have been lagging because of con- 
sumer price resistance; and that 
when both duplicate orders and 
cancellations are allowed for, 
“booked business” has been cut 
by as much as 75% in some in- 
stances. A check was made on 
1,506 booked orders for a certain 
washing machine. Only 453 of the 
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persons said they still wanted the 
washer. Of the remaining 1,503, 
a fourth said they had already 
bought another make; the rest 
(about 790) or over half of all 
who had placed orders, said they 
either were unwilling to pay pres- 
ent prices or could not afford to 
do so as a result of the rise in the 
necessitous cost of living. The 
mark-ups are too rich on these 
items, and a great many others. 
The economic results are bound 
to be adverse when the abnormal 
business supports (exports and 
outlays by business men) are 
scaled down if prices for these 
products are not realistically ad- 
justed to domestic demand. Manu- 
facturers are aware of this situ- 
ation and will probably be pre- 
pared to cut costs when the time 
comes. 


Exception 


The price of oil is probably 
higher than is required to induce 
plenty of drilling, but here is one 
of the few items not significantly 
subject to consumer price resis- 
tance. The cost per gallon of gaso- 
line or heating oil is still relatively 
moderate, and the uses are mainly 
of necessitous nature. Only dis- 
covery of some huge new oil field 
subject to unusually rapid ex- 
ploitation could change the pres- 
ent prospect for a tight supply- 
demand situation, firm prices and 
high profits for an indefinite time 
to come. We note with interest 
that Superior Oil, a crude pro- 
ducer, earned over five times as 
much in the nine months ended 
May 31 as in the like period of 
the previous year. Although this 
is not typical, it is already ap- 
parent that this department’s 
previous estimte of 1947 gains of 
20% to 25% for representative 
integrated companies was too low. 
For a number of them it may be 
nearer 40%. Dividends will be 
raised here and there; but, due 
to heavy expansion programs, 
they will continue to lag well be- 
hind in earnings. 


Liquidation 


Due to sale of various operating 
subsidiaries, especially its Spanish 
and Argentine systems, Inter- 
national Telephone & Telegraph 
is now rich in cash. What good is 
it to the stockholders? The pros- 
pect of making more than 
chicken-feed, on a per share basis, 
out of its remaining utility in- 
terests do not look rosy to this 
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writer. Results from Federal Tele- 
phone & Radio—the manufactur- 
ing subsidiary from which much 
had been expected — have been 
disappointing. Since the first of 
the year, I. T. & T. has advanced 
Federal over $13 million. Evi- 
dently the latter is still not profit- 
able. The column will venture two 
opinions about International Tele- 
phone. One is that it will never 
liquidate and pay off stockholders 
while it is still fairly rich. The 
other is that the stock is not an 
outstanding bargain around cur- 
rent prices — which has_ not 
stopped it from selling consider- 
ably higher than that at various 
times. Like Radio Corp., this is a 
deflated 1929 favorite in which 
the flame of hope, while very low 
at times, never seems entirely to 
burn out. 


Rayons 


The rayon stocks “act well, es- 
pecially Celanese. Earnings of 
this company should be in the 
neighborhood of $4 a share for 
this year, not far from double 
the 1946 profit. The stock is 
priced at about six times that 
figure. All of the leading rayon 
stocks are modestly priced on 
earnings, implying a concensus 
that the earnings are abnormal 
and hence temporary. It could 
possibly be wrong. Throughout 
the industry there is confidence 
that present capacity, even 
though greatly expanded over 
prewar, is not enough to serve 
long term future demand. With 
1947 earnings power of roughly 
$7 a share indicated, Industrial 
Rayon igs even more modestly 
evaluated than Celanese. At this 
writing it sells around 41, against 
1946 bull-market high of 54. The 
bear-market low to date was 
made last year at 3234. Evidently 
well bought, the stock did not go 


under 3514 on the May market 
break. 


Mail Orders 


A pertinent thought on Sears, 
Roebuck and Montgomery Ward 
is that in the depression of 1920- 
1921, in which they were hard 
hit, they were doing only a cata- 
log business, mainly with 
farmers; and that the big smash 
of 1929-1932, in which they were 
again hit badly, found them, as 
compared with today, relatively 
new: and proportionately ineffi- 
cient in chain-store operation. For 
these reasons the past provides 
only one acceptable test of their 
modern ability to get by under 
adverse conditions: that of 1937- 
1938. On the whole, no type of 
trade—even such stable types as 
variety chains and grocery chains 
—fared better. Ward netted $3.50 
a share in its 1938 fiscal year, 
against $3.41 in 1937; Sears $1.05 
(on the present stock) against 
$1.40. Both hit new profit peaks 
as early as 1939. Both are now 
priced at under 10 times probable 
1947 earnings. 


Rails 


Rails are giving the market 
more and more help in a recovery 
trend than in some time. This is 
based on growing evidence that, 
unlike a year ago, the roads are 
determined not to commit them- 
selves to months of retroactive 
wage-increase costs and then 
gamble for additional months on 
rate relief. Just how they are go- 
ing to avoid, or minimize the 
‘nucracker” is not too clear and 
will be interesting to watch. In 
any event, with few exceptions, 
rail stocks will never again be 
anything but speculative — good 
sales in periods of market 
strength. (Please turn to page 453) 


















































—— —————— 
DECLINES SHOWN IN RECENT EARNINGS REPORTS 
1947 1946 | 
Austin Nichols Year April 30 $1.61 $ 2.02 | 
Collins & Aikman May 31 quarter 43 1.85 | 
Consolidated L dries 24 wks. June 14 79 90 | 
Middle West Corp Mar. 31 quarter 16 22 
Republic Pictures 13 wks. April 26 12 21} 
Schenley Distillers 9 mos. May 31 7.62 10.48 
Texas & Pacific Railway... 5 mos. May 31 4.09 4.78 | 
Wagner Baking 24 wks. June 14 1.09 1.36 | 
Washington Gas Light 12 mos. May 31 _ 1.42 2.06 | 
Wyandotte Worsted 6 mos. May 31 46 1.18 | 
445 














The Personal Service Department of THE MaGAzINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give al! necessary facts, but be brief. 


2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Dixie Cup Co. 

Please advise if Dixie Cup Co. has any 
expansion plans and what prospective 
earnings will be? 

G. J. F., Brooklyn, N.Y. 

Dixie Cup Co. reported consol- 
idated net profit, after Federal in- 
come taxes, etc., for the twelve 
months ended March 31, 1947 of 
$1,219,133, equal to $3.81 a com- 
mon share, compared with $1,213,- 
845 or $3.79 a share in the pre- 
vious year. 

Dixie announced recently 
that a new 4 story addition to 
company’s Easton, Pa., plant will 
increase capacity by 25%. In ad- 
dition, Darlington, S. C., plant is 
being doubled in size. Business 
was originally incorporated in 
1915. 

Dixie Cup Co. and subsidiaries 
are engaged in the manufacture 
and sale of paper cups, containers 
and dishes and the sale of equip- 
ment supplementary thereto, such 
as holders and dispensers. 

Capital stock: $2.50 cumulative 
convertible Class <A, 178,644 
shares outstandingand 202,666 
shares of common stock, no par, 
outstanding. 
Balance sheet as of December 31, 
1946 listed total current assets 
$5,225,480, total current liabilities 
$1,276,966, leaving net current as- 
sets $3,948,514. 

Dividend payments in 1946 
amounted to 75 cents a share and 
the stock is currently on a 25 
cents quarterly basis. 

Expansion of production facil- 
ities is expected to increase earn- 
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ings substantially. 

Dixie Cup Co. has recently ar- 
ranged a bank credit of $5,500,000 
through the Bankers Trust Co. of 
New York and The First National 
Bank of Chicago. The company 
has until December3 1, 1949 in 
which to draw on the credit and 
six years thereafter in which to 
amortize the amount borrowed. 
The postwar expansion program 
of company up to this time has 
been carried on from reserves of 
cash. The new credit will be used 
gradually and only as circum- 
stances and prospects warrant. 


U. S. Industrial Chemicals, Inc. 

I will appreciate your comments on 
earnings and outlook for U.S. Industrial 
Chemicals, Inc. 

G. R., San Antonio, Texas 


U. S. Industrial Chemicals, Inc. 
and its subsidiaries almost doubled 
earnings for the fiscal year ended 
March 31, 1947. Net sales reached 
a record high of $69,706,149, an 
increase of 45 per cent over the 
$48,182,081 volume of the pre- 
vious. year. About 69 per cent of 
the increase was attributed to 
greater tonnage, while the re- 
mainder was accountable to higher 
unit selling prices. 

Net income for the year, after 
taxes and all charges, was $3,589- 
139, equal to $7.19 a share, com- 
pared with $1,831,632 or $3.67 a 
share for the year to March 31, 
1946. The $7.19 a share earned 
represented 5.15 per cent of net 
sales. 

Net working capital on March 
31, 1947 was $23,130,017 com- 


pared with $24,275,547 a year 
earlier. The $1,145,530 decrease 
and the decrease in the ratio of 
current assets to current liabili- 
ties from approximately four and 
one-half to one to about three to 
one were the results of plant ex- 
pansion. 

Capital additions during the 
year aggregated $4,082,553. For 
the ensuing year capital expendi- 
tures are expected to approximate 
$5,000,000. 

This program, in view of the 
high cost of construction, has 
been limited to essential projects. 

U. S. Industrial Chemicals is 
the successor to U. S. Industrial 
Alcohol Co. which was incorpo- 
rated in 1906. 

Capitalization: 15 year 3% S. F. 
Notes due 1960. Outstanding $7,- 
500,000. Common stock 499,241 
shares outstanding. 

Company is one of the leading 
domestic producers of ethyl alco- 
hol and an important manufac- 
turer of higher alcohols, synthetic 
resins and other chemicals, largely 
derived as by-products from basic 


operations. 
Products are used in plastics, 
lacquers, cosmetics, munitions, 


dyes, medicines and other indus- 
tries. Dividends totaled $2.25 a 


share in 1946 and $2.50 a share,. 


including extras, was paid in the 
first half of 1947. 

Prospects for the balance of 
this year continue favorable. 


Texas Pacific Land Trust 
Please advise source of revenues of 
Texas Pacific Land Trust and outlook. 
E. T., Albany, N.Y. 


Texas Pacific Land Trust de- 
rives its income principally from 
royalties, bonuses and rentals 
from oil and gas leases on exten- 
sive tracts of land owned in Texas. 
92% of gross revenues were re- 
ceived from this source last year, 
with the bulk of the remainder 
coming from grazing rentals. 

Of the total property owned by 
the Texas Pacific Land Trust as of 
December 31, 1946, 1,939,852 acres 


(Please turn to page 455) 
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Keeping A breast af Judustrial 


+ and Company News ¢ 





With a possible $5 per ton rise in steel prices on the near horizon, all pro- 
ducers of durables have begun to wrinkle their brows once more. Preliminary estimates 
point to a probable necessary boost of $3 per ton because of recent uptrend in steel 
wages and an additional $3 lift arising from wage adjustments in the coal industry. 








While the inflationary priming by Mr. John L. Lewis will cause some tough 
problems for many manufacturers to solve, to some extent the impact may be offset by the 
prospect for uninterrupted production of steel during the year ahead. Barring any more 
major strikes, industry for the first time since V-J Day perhaps can push nearer to 
the essential goal of dll out production. 





In a recent address to a Congressional Committee, Mr. C. E. Wilson, president 
of General Motors Corporation, pointed out that the Automotive Industry alone can 
practically underwrite a high level of industrial activity for at least several years 
to come unless we have another wave of monopolistic and crippling strikes or a world 
catastrophe. 








‘With 1947 cars selling at a premium on the used car lots, Mr. Wilson claims that 
"good automobiles have such recognized value that they are almost like money in the 
bank," and that dealers are practically selling ten dollar bills for eight dollars. 
More materials to work with, he concludes, is the main problem in sustaining prosperity. 


In announcing the end of its metal container allocation plan, W. C. Stolk, 
president of American Can Company, has warned its customers that the prospect of 
supplying all with their needs depends entirely upon continued steel production. 
Expected receipts of steel sheets would bring supply and demand into a near balance for 
his company, although beer cans will still be in scant supply. 








The Magazine of Wall Street, in a recent article, predicted that markets in 
the Far East held more potential promise for us than those in Europe. In a recent 
address, Mr. Paul V. McNutt, former Ambassador to the Phillipines, strongly 
Supports this same view. "The greatest undeveloped arenes frontier for American 
business is the Orient," he said. 





Interdependence of one industry with another totally unrelated one is well 
shown by Lehigh Portland Cement Company. Under current marketing and shipping 
conditions, this concern is using in excess of 30 million paper bags per year, and big 
ones at that. 





Without fuss or feathers, 80 year old Pullman Company, its 6500 sleeping cars 
and 36,000 employees have now passed into the hands of the railroad group buyers, merely 
by the hand out of checks totalling around $40 million. But several of the leading 
executives have resigned to hold similar jobs with the seller, Pullman, Inc. 
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Few of our readers may realize what a sizeable housekeeper the Pullman 
Company is. Its annual laundry bills alone involve $4.5 million in keeping clean 
2.27 million towels, 2.8 million sheets, and 2.37 million pillow cases and other 
such items. 


- 


According to the Department of Commerce, 22 factories in the United States 
produce the innumerable pins, needles and hooks we all use. During a single month these 
plants ship products valued at more than $7 million and during a three months’ period 
they consume 4,479 tons of carbon steel. But even this vast output is-not enough, for we 
import almost half as much again from England and Canada. 





To eliminate double hintesi in the ordinary mercury backed mirrors, Libby-Owens- 
Ford Glass Company has developed a new kind for use primarily in scientific instru- 
ments. This is coated with aluminum, and the metal is on the front surface of the glass, 
or where safety is a factor, between two sheets of glass. 








Golfing enthusiasts accustomed to debating over the relative merits of wood or 
metal in the heads of their pet clubs, will now have a third material to wrangle over. 
Celanese Corporation's technicians have developed an interesting head made of Celcon 
(Ethyl Cellulose) that survived more than 6000 shots in an automatic driving machine. 





Though the United States exported foodstuffs valued at more than $823.7 million 
during the first four months of 1947, not much more than in the same period last year, 
relative imports of foodstuffs rose by 43.8% for a total of $598.5 million. Cane sugar, 
cocoa beans, pepper, tomatoes and bananas accounted substantially in swelling our food 
supplies. 





June production of domestic freight cars reached a five-year high, with delivery 
of 5,514 units, compared with 3929 in May, according to S. M. Felton, president of the 
American Railway Car Institute. Backlog orders for cars of this kind have now risen to 
107,476 as of July 1, so that need for stepping up production is evident. ‘ 





Ears of some Federal authorities must be a bit red in reporting on partial 
liquidation of the highly controversial Canol Proect in Canada. Sale of Parcel B, con- 
Sisting of pipeline and equipment that cost the Government about $9 million, was made 
to a Cleveland high bidder for $700,000. : 





A survey of the Baby Food Industry indicates that sales in the coming year may 
establish a new peak of around $117 million, according to the Gerber Products Company, 
who claim to be the largest producers in this Special field. 84% of all families‘now use 
processed baby foods, it seems. 





Latest experiments with electronics akin to Radar have resulted in production 
of plywood more than a foot thick and twice as strong for its weight as aluminum. Com- 
posed of 148 layers of birch veneer, this newcomer has a tensile strength of 15,000 
pound per square inch, report the Westinghouse Electric Corporation engineers who 
developed this interesting material. 


How importantly Federal revenues are swelled through consumption of cigarettes 
is well shown by the June 30 quarterly report of Philip Morris & Co. Ltd., Inc. Volume 
of $42.8 million was announced for this period, up more than $5 million compared with the 
previous quarter, but included was the purchase of $21,747,887 in revenue stamps. 





Now that television is being broadcast from eight large cities in the United 
States, producers of sets are highly encouraged by reports of so many potential buyers 
as well as by actual sales. A surprising number of large size screens have been sold to 
taverns where up to 80 thirst quenchers can both sip and watch. 
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SUMMARY 
MONEY AND BANK CREDIT 


MONEY AND CREDIT—Federal Government closes 1947 [WEEKLY REPORTING MEMBER BANKS] 
fiscal year with a $754 million budget surplus—first since ” 


1930. Largest surplus in history was $1,155 million in fiscal ppriects ma 
1927. Unpegging of interest rates on 90-day Treasury bills, 
hitherto held rigidly at 34%, is not expected to have much 























60 
immediate effect upon short term interest rates; since most oe 
of these bills are held by Federal Reserve Banks. The Treas- e——~r 
ury, however, will have to pay moderately higher interest on , iiedbaibianibla: i 
future short term borrowing. Mexican government's decision ° P57 VU S: GOVERNMENTS 
to buy 2 million ounces of the metal from Mexican pro- —— Na 
ducers, for coinage purposes, induces 5c rally in price of 2 a 
foreign silver at New York. < 46 — ee 

= eos? “004.0 cece y ioe v=, os 
° ° ° ° b o* f eae Nae 

TRADE—Margin of annual increase in department store . , DEMAND CEPOSHts \ewoy 
sales declines sharply. At New York City, during week ended r 
June 28, sales were 1°%/, below last year. Early vacations = 30 ee Se eee 
this year partly responsible. Prospective rent increases might = po MONEY IN CIRCULATION 
also have been a factor. 

20 





INDUSTRY—Idle coal mines cause modest dip in overall TOTAL LOANS one 
business activity; but huge exports and heavy capital expen- —. ee 
ditures at home assure prosperity for some time to come. 


April dividends 13% above last year. 10 COMMERCIAL LOANS samen" 


~ 
5 eee 








COMMODITIES—Farm products prices buoyant. July corn 
and oats reach new all-time highs. Pease eee ee Litip 
JASONDJIFMAMJJASONDJFMAMY J 


1945 1946 1947 


The coal miners’ pre-vacation walk-out was responsible 
for mild contraction in the Nation's physical volume of 
Business Activity during the week ended June 28 to a 
level fractionally less than 5%, above last year at this time. 
Upon resumption of coal mining, based on new agreement 
just signed by John L. Lewis, production for the remainder 
of the year, at least, will probably be relatively free from 
interruption by labor disputes, despite expensive propa- 
ganda to the contrary on the part of factions opposed to 
the Taft-Hartley labor law which seems to have been largely 
circumvented. 


























BUSINESS ACTIVITY 


PER CAPITA BASIS 
M. W. S. INDEX 











1944 


* * * 


For the month of June, this publication's index of Busi- 
ness Activity advanced to 179.2%, of the 1935-9 average, 
from 177.6 in May, to a level 8%, above June, 1946. Second 
quarter average was 178.0, compared with 177.9 in the first 
quarter, and 163.1 for the second quarter of 1946. Average 
for the first half was 178.0, against 163.2 for the first six 
months of last year. Both the second quarter and the first 
half were 9°, ahead of the like period a year earlier. 

* * * 


On a Per Capita Basis, our business index for June 
reached 161.4%, of the 1935-9 average, compared with 
EM AM Oo os AS OON CO 160.2 in May and 152.4 for June, 1946. Second quarter 
averaged 160.6, against 162.1 for the first quarter, and 


1935-1939 = 100 
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\ Latest Previous Pre- 
B Wk. or Wkh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
if MILITARY EXPENDITURE (tf) $b June 30 0.37 0.46 0.88 0.43 : 
Ff Cumulative from Mid-1940_____| June 30 356.5 356.1 339.2143 (Continued from page 449) 
i 150.0 for the second quarter of 1946. First half 
FEDERAL GROSS DEBT—$b July 2 258.1 257.5 267.8 55.2 averaged 161.4, compared with 150.3 for the first 
six months of last year. 
MONEY SUPPLY—S$b a te 
Demand Deposits—I0! Cities... | June 25 40.6 40.5 39.5 24.3 
Currency in Circulati July 2 28.4 28.2 28.4 10.7 The annual margin of increase in Department 
Store Sales throughout the Nation dropped to 
BANK DEBITS—13-Week Avge. 2% in the week ended June 28, compared with a 
New York City—$b...____ =|: June 25 6.82 6.79 7.39 3.92 | cumulative increase of 10% for the year to date. 
100 Other Cities—$b ___... | June 25 9.68 9.67 8.18 5.57 | At New York City, sales in the June 28 week were 
1% under a year ago. Early vacations this year 
INCOME PAYMENTS—$b (cd) Apr. 14.06 14.69 12.96 8.11 | partly explain this probably temporary quietude. 
Salaries & Wages (cd).....___-___| Apr. 9.26 9.29 8.54 5.56 | A spasm of economy induced by anticipation of 
Interest & Dividends (cd)______ | Apr. 0.95 1.47 0.89 0.55 | bigger rent bills might also account for some of the 
Farm Marketing Income (ag) Mar. 1.84 1.70 1.37 1.21 | lull. 
Includ’g Govt. Payments (ag)___| Mor. 190 1.74 42.28 (Beane: 
The backlog of New Orders held by manufac- 
CIVILIAN EMPLOYMENT (cb) m | Moy 58.3 56.7 54.8 52.6 turers of durable goods at the end of April was 
Agricultural Employment (cb),____ | May 9.0 7.9 8.9 8.9 31% larger in dollar total than a year earlier. 
Employees, Manufacturing (Ib) | May 15.3 15.4 14.1 13.8 er es 
Employees, Government (Ib). | May 5.4 5.4 5.7 48 
UNEMPLOYMENT (cb) m May 2.0 2.4 23 3.4 Publicly reported cash Dividends (about 60% 
of all cash dividends) disbursed in April totaled 
FACTORY EMPLOYMENT (Ib4) | Apr. 153 154 139 147 $389 million, a gain of 13% over April, 1946. 
lah de Apr. 180 = 18! 15675 se ig? 
Non-Durable Goods | A 131 133 125 123 : : Bas at 
FACTORY PAYROLLS (ib4) Apr. 310 314 255 198 Prices and Costs in some lines are still rising. 
Steel scrap has rebounded sharply since our last 
FACTORY HOURS & WAGES (ib) issue. Freeport Sulphur has raised its price of that 
Wisely Mourns Apr. 40.0 40.4 40.5 40.3 basic chemical product $2 a ton—First price change 
ally Wee temtel __| Apr. 118.6 118.0 105.8 78.1 since 1938 when there was a reduction of $2. Build- 
Weekly Wage ($)___ Apr. 47.44 47.72 42.88 31.79 | ing costs in May were about 1% above April, and 
1/6 to 1/3 higher than a year ago. 
PRICES—Wholesale (ib2) June 28 147.6 147.8 112.7 92:2 * *£ © 
Retail (cdlb) wait ou es ones 7 A sizeable number of Construction projects that 
COST OF LIVING (1b3) i 155.8 156.1 131.7 110.2 had been deferred in hope of lower costs have been 
Food May 187.6 188.0 142.6 113.1 dusted off for early action. The Commerce Depart 
Clothing May 184.4 184.6 155.7 113.8 ment reports ne construction expenditures in June 
a May 109.2 109.0 108.4 107.8 jumped to 11% above May, a more than seasonal 
gain. Expenditures on new construction during the 
first six months of the present year totaled $5,356 
RETAIL TRADE—Sb million—40% over the like period last year. 
Retail Store Sales (cd)... SS __| May 9.28 8.82 7.93 4.72 
Durable Goods 2 ney 2.08 1.99 1.61 1.14 m) Oe EP 
Non-Durable Goods _______ | May sae “2 6.32 3.58 Continued Prosperity in the U. S. A. now rests 
Dep't Store Sales (mrb)___| May 0.77 0.76 0.69 0.40 heavily upon maintaining a large volume of ex- 
Retail Sales Credit, End Mo. (rb2)_ | May “78 +59 3.19 5.46 ports, which are running currently at an annual rate 
MANUFACTURERS? of $16 billion—$8 billion ahead of imports, and 
ohn eri ae (Om — on 203 = about 8%, of the national gross product. 
Durable Goods | Apr. 278 287 219 221 a 
Non-Durable Goods ______| Apr. 218 225 194 157 To help finance this gap, Foreign Nations are 
Shipments (cd2)—Total —— | Apr. 286 289 206 184 Selling Securities and other assets held in this 
Durable Goods ______.._j Apr. 322 314 203 223 country at the rate of $4 billion annually. Since the 
Non-Durable Goods ________ | Apr. 261 272 208 158 market value of all stocks and bonds listed on the 
New York Stock Exchange alone exceeds $200 bil- 
BUSINESS INVENTORIES, End Mo. lion, it should be apparent that foreign sales of 
Total (ed) —$b Apr. 38.7 38.3 28.0 26.7 such character could have only a minor influence 
onc anevegd Apr. 22.0 21.6 16.8 15.2 upon market prices for our own stocks and bonds. 
s' Apr. 6.8 6.7 4.4 4.3 sa coal cam 
Retailers’ Apr. 99 10.0 68 72 
Dept. Store Stocks (mrb)_____| Apr. 2.1 2.1 1.5 1.4 Noting that April exports were somewhat lower 
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Production and Transportation 







































































Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor 
eae ACTIVITY—I—pe June 28 160.8 161.3 156.7 141.8 ' 
(M. W. S.)—I—np June 28 178.5 179.1 170.6 146.5 than in March, the Commerce Department pro- 
claimed that American Exports to overseas mar- 
INDUSTRIAL PROD. (rb)—I—np | May 186 186 159 174 kets have hit their peak and will start dropping 
Mining May 152 142 VS 133 from now on. In support of this gloomy forecast th 
Durable Goods, Mfr.._-__ _| May 220 222 175 14] - ee as Y — 
Non-Durable Goods, Mfr.__ _| May 170 172 161 141 Department cites the shrinkage in foreign holdings 
of gold and dollar exchange from $22.2 billion at 
CARLOADINGS—t—Total June 28 880 901 846 833 the end of 1945 to only $20 billion as of March 31, 
Manufactures & Miscellaneous. | June 28 372 388 384 379 1947 
Mdse. L. C. L. June 28 116 107 115 156 : 
Grain June 28 55 52 48 43 ‘lle il ae 
ELEC. POWER Output (Kw.H.)m | June 28 4,675 4,676 4,123 3,267 No mention is made of an additional $12.7 bil- 
—- ‘ion of unutilized Credits ‘potential plus already 
SOFT COAL, Prod. (st) m June 28 8.0 12.9 12.3 10.8 authorized) which, the National City Bank believes, 
Cumulative from Jan. | ___ | June 28 311 303 235 446 sll suffice to “tax the United States’ ' 
Stocks, End Mo ie 57.7 49.5 58.5 61.8 will suffice to “tax the United States’ export capa- 
city for some time to come." Since release of the 
PETROLEUM—(bbis.) m Commerce Department's lament, it develops that 
mee ee <a aan Sa ~~ on - a Pn Pg our seamen exports zoomed in May sy new 
‘oc ? ji 
Fuel Oil Stocks June 28 48 49 46 94 | all-time high! 
Heating Oil Stocks June 28 42 4l 38 55 > 2 
LUMBER, Prod. (bd. ft.) m June 28 478 576 458 632 | Objections have been raised to the program for 
Stocks, End Mo. (bd. ft.) b...__ | Apr. 4.5 4.4 3.4 12.6 helping Europe to get back on her feet on the 
STEEL INGOT PROD. (st.) m May 733 7.04 407 4% — that the huge exports involved will hasten 
Cumulative from Jan. |__| May 35.3 28.0 21.7 14.7 the exhaustion of our Natural Resources, yet such 
drain will be relatively minor in comparison with 
ENGINEERING CONSTRUCTION th imatel ti t te of exhaus- 
AWARDS (en) Sm July 3 108 143 123 - he — ely ten times _ ra i“ exhaus 
. Cumulative from Jan. |__| July 3 2,779 2,674 2,752 5,692 _— Pen Y ne — ene ica a 
tion. 90 tar at least as our Timber Reserves are 
as wa ns — a sac a ian concerned, it is encouraging to learn from a recent 
aperboar ew Orders (st)t..........| June “ 
— Domestic Sales—m.......... | Apr. 27.5 26.3 25.5 17.1 eT Sry that we have adequate forest lands 
, Mnfrd. Tobacco (Ibs. )m... wan | Apre 19.7 18.7 20.0 27.6 to justify confidence that we will never exhaust their 
Pade Coal Production (st)t.....| Apr. 4.27 4.97 5.08 3.83 | resources. The drain, for the first time in our history, 
Motor Vehicles, Factory Sales—m....! Apr. 423 421 214 352 is beina replaced by arowth.” 
Pneumatic Casings Production—m Apr. 8.33 8.56 6.88 3.96 inliniaticadliaes dina 





ag—Agriculture Dept. b—Billions. cb—Census' Bureau. cd—Commerce Dep't. cd2—Commerce Dep't., Avge. Month 1939—I00 
cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. en—Engineering News-Record. !|—Seasonably adjusted Index, 
1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—1!00. Ib3—Labor Bureau, 1935-9—100. |Ib4—Labor Bureau, 1939—I100. It—Long 
tons. m—Millions. mpt—At Mills, Publishers and In Transit. mrb—Magazine of Wall Street, using Federal Reserve Board data. np— 
Without compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and 
Charge accounts. st—Short tons. t—Thousands. tf—Treasury and Reconstruction Finance Corp. 
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No. of ————— 1947 Indexes —_————- :_ | Nov. 14, 1936, Cl._—100) High Low June27 July 3 

Issues (1925.Close—100) High Low June27 July3 100 HIGH PRICED STOCKS... 89.87 72.58 80.77 83.88 

304 COMBINED AVERAGE 148.8 111.5 125.4 131.0 100 LOW PRICED STOCKS_____ 183.14 124.35 —-140. 92 148. 29 
4 Agricultural Implements __ 188.0 143.4 172.3 177.7 6 Investment Trusts === 62.8 48.3 54.5 57.4 
Wt Aircraft (1927 Cl—100). 167.1 108.2 116.1 118.7 3 Liquor (1927 Cl—100)______- 933.6 592.1 733.6 757.6 
6 a Lines (1934 Cl.—100)_ 636.9 486.3 507.7 504.2 8 Machinery _.-tsé«~S*SS 9.14 123.1 140.4 147.1 
6A 146.0 107.9 114.1 120.4 3 Mail Order tsi«i'292«5 84.2 111.3 116.8 
14 Automobile Accessories ____ 237.4 161.9 184.3 196.2 3 Meat Packing = sC«éd'82«.77 84.9 102.4 102.6 
11 Aut 42.8 30.8 34.0 35.9 13 Metals, non-Ferrous ss EGG 137.4 152.8 158.6 
3 Baking tia Cl—i00)___ 24.1 18.9 19.7 19.6 3 Paper 39.6 31.3 37.2 37.6 
3 Business Machines ____ 301.6 230.8 252.6 268.0 23 Vetrotewnt: <n DOT 172.2 197.4 204.7A 
2 Bus Lines (1926 Cl. —100)__ 175.0 116.1 128.2 135.3 20 Public Utilities 134.4 104.3 113.2 116.7 
4 Chemicals 256.9 223.8 246.2 256.9A 5 Radio (1927 Cl—100)__ 23.2 16.1 17.5 21.4 
2 oo Mining 20.1 14.0 15.5 17.6 8 Railroad Equipment. 80.6 55.8 62.3 65.5 
4C¢ icati 58.3 40.6 46.0 48.0 23 Railroads 292 17.0 20.4 21.8 
13 Construction = titi 48.0 57.2 59.6 SeWeaige cs, ORG 22.9 27.8 30.6 
VY Containers SFE 291.4 320.2 333.1 y Shipbuilding _ eer 87.4 95.0 95.7 
8 Copper & Brass__.._ —s«d''33 90.9 97.6 103.2 3 Soft Pinks: wes SOUT 462.9 569.1 581.7A 
2 Dairy Products _. ie ey OOP 55.9 57.9 61.5 13 Steel & Iron 121.1 90.7 99.5 105.2 
5 Department Stores _.._ ss 78.6 55.6 67.0 70.8 3 Sugar 68.2 51.4 53.0 55.8 
5 Drugs & Toilet Articles 223.2 149.4 156.6 161.8 2 Sulphur 253.8 211.0 231.2 239.2 
2 Finance C 255.8 203.3 231.1 243.4 3 Textiles 128.5 93.8 111.9 117.1 
7 Food Brands - ee ee, 155.2 158.5 165.0 3 Tires & Rubber eee RA 28.8 31.6 32.8 
7 Foo storms BG 63.6 73.0 73.6A 6 Tobacco 87.4 65.2 72.5 75.4 
3 Furniture 94.3 66.1 74.0 79.0 2 Variety Stores __ 342.5 289.1 328.2 326.3 
3 Gold Mining 924.7 738.4 843.0 849.1 19 Unclassified (1946 Cl—100) 108.5 83.7 94.2 98.2 








A—New HIGH since 1946. 
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Trend of Commodities 





Rising wages and huge export shipments have lifted the 
Labor Bureau's index of spot prices for 7 basic farm products 
to a new post-war high. The Dow-Jones futures index, depicted 
in the chart below, also exploded to a new post-war high, 
owing mainly to resumption of trading in sugar futures which 
opened sharply higher than final quotations when trading 
ceased in 1942. A tight delivery situation boosted July corn 
and oats to new all-time altitudes. Political forecasters who, for 
more than two years, have been warning us of post-war defla- 
tion, keep moving the date ahead. Some day their predictions 
will come true. Grape vine reports hint that Russia may harvest 
a bumper wheat crop this year, thereby enabling her to counter 
the Marshal plan for feeding western Europe by shipping some 
of the grain to her eastern satellites. It begins to look too as 


though Rumania may be able to spare a little for export this 
year. For those reasons the Agriculture Department may ask 
for a reduction in domestic wheat acreage next year. Recent 
favorable weather has made it possible to complete the de- 
layed planting of this season's corn crop; but a private forecast 
estimates that the 1947 harvest will yield only 2.7 billion 
bushels, compared with 3.3 billion last year and a ten-year 
average of 2.6 billion. Hoping to curb a runaway market for 
corn, the Agriculture Department has cut export allocations 
for July and August by 6.7 million bushels, substituting wheat, 
barley and grain sorghums. World wool production has 
dropped to the lowest level in over 25 years. Prices of fine 
combing wool have risen 50% since Jan. 1. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2Wk. | Mo. 3Mo. 6Mo. I Yr. Dec.6 

July5 Ago Ago Ago Ago Ago 1941 

28 Basic Commodities 302.2 299.8 300.2 331.3 305.2 216.8 156.9 
11 Import Commodities___._ 271.0 272.0 269.9 295.1 289.8 183.4 157.5 
17 Domestic Commodities__._ 324.2 319.2 321.5 357.1 315.6 241.7 156.6 


RAW MATERIALS SPOT INDEX 


MAR. APR. MAY JUNE 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1947 1946 1945 1943 1941 1939 1938 1937 
High 145.5 128.8 95.8 92.9 85.7 78.3 65.8 93.8 
Low 1264 95.8 93.6 89.3 74.3 61.6 57.5 64.7 
452 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 

July5 Ago Ago Ago Ago Ago 194! 

7 Domestic Agriculture____ 359.4 359.1 349.9 342.9 310.1 289.2 163.9 
12 Foodstuffs 366.5 358.9 360.5 407.0 365.7 268.8 169.2 
16 Raw Industrials_______ 261.2 261.7 261.4 283.7 266.2 184.4 148.2 























COMMODITY FUTURES INDEX 
MAR. APR. MAY JUNE 
140 
wl 
120 
DOW-JONES | 
COMMODITIES seein, 
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Average 1924-26 equals 100 


1947 1946 1945 1943 1941 1939 1938 1937 
High ......... 140.88 127.07 106.41 96.57 84.60 64.67 54.95 82.44 
Low 117.14 104.21 93.90 88.45 55.45 46.59 45.03 52.03 
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For Profit and Income 





(Continued from page 445) 
Growth Situation 


Consolidated Natural Gas, con- 
trolled by Standard Oil (New 
Jersey) as late as 1941, is one of 
the fastest growing units in a 
growth industry. Rare among 
utilities, the capital stock is virtu- 
ally the sole capitalization. Even 
after allowing for recent issuance 
of 545,672 additional shares in 
part financing of expansion, earn- 
ings this year should not be far 
from $4.50 a share on total capi- 
talization. They ought to be con- 
siderably larger over the long 
term as expanded capacity makes 
larger grosspossible. The market 
demand seems assured. The $2 
dividend is subject to eventual 
increase. The stock is now around 





Investment Audit of 
Worthington Pump 








TE 





(Continued from page 438) 
a major role in this effort to build 
new refineries and pipe lines, and 
it hardly seems plausible that the 
big oil companies would stimulate 


an approaching recession by a 


sudden halt in their programs. 
General Electric Company has 
just embarked on an aggressive 


| program, cooperating with elec- 
| tric utilities and oil machinery 


» companies to electrify the oil in- 


SARE 


dustry. 

Granted, though, that later this 
year the company’s incoming or- 
ders do fall off substantially, it 
now looks as if results for the first 


' half would sustain net earnings 





| profit margins 


| for the full year at a level com- 


parable to 1946. During the first 
quarter of 1947, net earnings per 
share were reported as $5.57, and 
it is thought that results for the 


/ second quarter may turn out even 


better. In this case without the 


_ benefit of any net earnngs at all 


in the second half, net for the en- 
tire year would show a moderate 
improvement over the $10.60 per 
Share earned last year. But in 
view of potentials in the near 
term, it seems a bit far-fetched 
to anticipate that business condi- 
tions will deteriorate at any pace 
likely to wipe out Worthington’s 
in the months 
ahead. 

A basic operating disadvantage 
of this concern, and others mak- 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


STATEMENT OF CONDITION 


JUNE 30, 1947 


RESOURCES 


Cash and Due from Banks 

U. S. Government Obligations . 

State and Municipal Securities. . 

en 

Loans, Discounts and Bankers’ 
Acceptances . . --% 

Accrued Interest Receivable 

Mortgages Sa rae on te 

Customers’ Acceptance Liability 

Stock of Federal Reserve Bank 

Banking Houses 

Other Assets .. . 





. . . 


LIABILITIES 





Capital Funds: 
Capital Stock. 
Surplus. 
Undivided 

Protits . -s ~s 


- $111,000,000.00 
154,000,000.00 


52,316,584.36 


Dividend Payable August 1, 1947. 
Reserve for Contingencies 
Reserve for Taxes, Interest, etc. 
Deposits . 
Acceptances 
Outstanding . 
Less Amount 
in Portfolio 


- $ 10,936,699.47 


3,192,082.49 


Liability as Endorser on Acceptances 
and Foreign Bills 


Other Biabilities « « «© «& « 


$1,113,745,115.62 
2,168,562,691.23 
90,286,043.16 
167,465,578.51 


1,203,007,457.14 
10,326,383.08 
11,238,282.40 
7,128,284.71 
7,950,000.00 
31,848,639.55 
2,718,654.85 
$4,814,277,130.25 





$ 317,316,584.36 


2,960,000.00 
16,448,721.84 
12,291,312.47 
4,445,081,221.35 


7,744,616.98 


1,361,007.39 
_11,073,665.86 


$4,814,277,130.25 





United States Government and other securities carried at 
$312,669,070.00 are pledged to secure public and trust de- 
posits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 

















ing capital goods, to be sure, is a 
rather inflexible and heavy fixed 
over-head and sales expense. With 
at least seven large plants located 
at different points in the United 
States and one of the best organ- 
ized engineering laboratories in 
this special field, over-head ex- 
penses are hard to cut down when 
volume starts to decline. And com- 
petition is so heavy in this indus- 
try that operating margins are 
usually none too wide. With costs 
of wages on the up grade since the 
start of war, Worthington’s profit 
margins up to the beginning of 
the current year trended consist- 
ently downward from a peak of 
17.6% in 1941 to 8.2% in 1946. 
The latter figure, though, was ren- 
dered abnormally low through 
strikes and shortages of mate- 
rials. An average of around 11% 
for the past eight years would 
seem more enlightening. In pre- 
war the beakeven point on volume 
seemed to be at a level of about 
$17 million, but under eurrent 
conditions it is undoubtedly far 
above this point. 


Better Cost Controls 


It must always be remembered, 
though, that in serving numerous 
industries as a prime source 
for technological improvement, 
Worthington is in an exceptional 
position to devise cost saving ma- 
chinery for its own production. 
That its current operations dis- 
close evidence that the company 
is making strides towards better 
cost controls, is shown by net 
profits of $1.7 million after taxes 
in the first 1947 quarter. On a 
volume of around $20 million, this 
would indicate a net profit margin 
of 8.5%, compared with 6% last 
year, and representing a high 
point for the last derade and 
longer. All of which tends to show 
that with sales around current 
levels this concern has its operat- 
ing costs well in hand, and with a 
possibility that further improve- 
ments may evolve. 

On an appended table we pre- 
sent a balance sheet of Worthing- 
ton Pump as of December 831, 
1946, with relative figures for 
1937, a decade ago. Even casual 
study of these comparative figures 
will show a marked improvement 
in financial status during the pe- 
riod under review. Total assets 
nearly doubled, and though cur- 
rent liabilities rose by $6.8 mil- 
lion, current assets climbed by 
$29.5 million. Near the end of last 
year, inventories had risen sub- 
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stantially because of rising work 
in process and bottlenecks caused 
by shortage of certain materials 
such as copper, lead, etc. The com- 
pany accordingly borrowed $6 mil- 
lion in the form of notes due 1951, 
and repayable quarterly at the 
rate of $180,000. As a protection 
against a possible decline in in- 
ventory values, then carried on 
the books at approximately $24 
million, a contingency reserve of 
$2.8 million, or about 10%, has 
been set up. Since an improve- 
ment in the inflow of needed mate- 
rials is featuring 1947 operations, 
inventories should be liquidated 
more rapidly than during last 
year, so that the situation appears 
sound in this respect. 


Capital Structure Improved 


Through recapitalization and 
refinancing, the capital structure 
of Worthington Pump has been 
decidedly improved during the 
past decade. Issues of 6% and 7% 
preferred stocks were retired and 
replaced by 414% preferred. After 
giving effect to a recent 10% in- 
crease in outstanding common 
stock, due to a stock dividend, 
there are now about 309,000 in 
the hands of the public. Total out- 
standing preferred amounts to 
141,548 shares of $100 par value, 
the annual dividend requirement 
for which absorbs $635,000 from 
net earnings prior to payments on 
the common. 

From the above it will be noted 
that considerable leverage is pro- 
vided for the equity issue, and to 
moderate extent enhanced by in- 
terest payments on bank loans. 
Due to the long term erratic earn- 
ing power characteristic of this 
industry, shares of Worthington 
Pump are regarded as_ highly 
speculative and the leverage fac- 
tor pointed out makes them more 
so. Sight must not be lost, how- 
ever, of the fact that this concern 
has ridden safely through every 
war, political and economic storm 
for more than a hundred years, 
And its current position finan- 
cially is much stronger than ever 
in its long history. Looking ahead, 
it looks very probable that with 
world economies in their present 
shape, demand for Worthington 
products may continue at a high 
level for much longer than many 
people might suspect. In this 
event the current quarterly divi- 
dend payments of 50 cents per 
share would be safe by an ample 
margin for quite a long time to 
come, and might even be enhanced 


by an occasional extra in cash or 
stock. Considerable speculative ap- 
peal accordingly attaches to the 
shares near current levels, for ap- 
preciation potentials are rather 
clearly marked. Worthington 
shares at least deserve careful 
study for speculative portfolios, as 
one of the leaders in the capital 
goods industry, and for acquisition 
at an opportune point in the Stock 
Market. 





Answer to Inquiries 
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were leased for grazing and 233,- 
868 acres for oil and gas. 

The trust was organized Feb- 
ruary 1, 1888 by holders of land 
grant bonds of the Texas & Pa- 
cific Railway. Sales of land have 
been made from time to time. The 
Trust collected in 1946, $1,354,629 
in bonuses and $779,945 from roy- 
alties. Net income amounted to 
$1,490,522. 

Certificates of proprietory in- 
terest in the Trust comprise the 
sole capital. There are 2941 full 
certificatesof $100 par value each 
and 1,226,389 sub-shares of $1.00 
par value. Only the sub-shares are 
listed on the New York Stock Ex- 
change. 

Some of the largest oil compa- 
nies are lessees of the land owned 
bythe Trust and with the tre- 
mendous current demand for oil, 
there are rumors that attempts to 
buy control have been made and 
therefore there has been a steady 
demand for the shares. 

No valuation of Trusts real 
property have been made as there 
have been no estimates of oil and 
mineral contents of properties. 

Speculative prospects appear 
promising. 

‘Bulova Watch Co. 

Please send any information you have 
available on Bulova Watch Co. Self ad- 
dressed stamped envelope is enclosed. 

B. E., Marion, Ohio 

Bulova Watch Company and 
subsidiaries, reported a new high 
in earnings for fiscal year ended 
March 31, 1947; net income 
amounted to $3,888,502, after 
taxes and charges, equal to $5.98 
a share on 649,762 capital shares, 
compared with $3,486,966 or $5.37 
a share in the previous year. 

Business was incorporated in 
1911, at which time it acquired a 
manufacturing jewelry business 
established in 1875. 

Company and its wholly owned 
subsidiaries manufacture watches 
in U.S.A. and Switzerland. Con- 
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ompare with preceding year as 
follows: Cash $4,210,182, com- 
pared with $7,047,847; market- 
able securties $3,248,097, com- 
pared with $5,178,072; inventories 
$11,326,140 compared with $7,- 
$73,529; receivables $2,551,256, 
compared with $1,826,948. 

Dividend payments _ totaled 
$1.8714 a share in 1946 and $2.00, 
which included extras have been 
paid in the first half of 1947. 

The demand for company’s well 
advertised watches continues fa- 
vorable, but the industry is fac- 
ing intensified competition. 





A Modern Rebirth for 
Fabulous Africa 





(Continued from page 423) 
possibilities for hydro-electric de- 
velopment. It has been said that 
if African water power resources 
were fully utilized, they would 
‘supply the native with a high 
standard of living. Enough elec- 
‘tricity could be generated to heat 
‘and light all African homes and 
in addition provide huge surpluses 
for industrial enterprises. 

The development of African 
mineral resources, the building of 
new highways, railroads and irri- 
gation works will require, of 
course, large investments on the 
‘part of Western European coun- 
tries. The natives will have to be 
educated and supplied with all 
possible tools. At the outset of 
the Second World War, European 
capital invested in Colonial Africa 
‘was estimated at about $134, bil- 
lion. Britain, France and Belgium 
‘had each invested around $500 
million. The remainder repre- 
sented Portuguese, German, and 
some American capital. The Amer- 
ican investments were probably 


' increased during the war to about 
» $100 million. 


Wartime Changes 


The war did more than merely 
give an impetus to the develop- 
ment of African raw material and 
'food resources. It brought the 
' African into contact with ma- 


'chines and a multitude of other 
' industrial products. The African 
' got acquainted with new foods 


and had a chance to observe mod- 
ern methods of maintaining pub- 
lic health. These factors plus the 
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much higher pay should mean in- 
creased demand for products 
which before the war were almost 
unknown to African purchasers. 
The use of shoes and clothing has 
become more widespread, and in 
some parts of Africa, the lowly 
“bike” has almost revolutionized 
the life of the natives. 

Since imports were hard to get, 
many colonies started to manu- 
facture simple products which 
they had previously imported, and 
they also diversified the produc- 
tion of food. Some of them 
chalked up considerable progress. 
Nigeria, for example, is now prac- 
tically self-sufficient as regards 
food, raising even its own wheat 
and potatoes. It processes domes- 
tic food products and manufac- 
tures simple textiles, soap, ciga- 
rettes, beer, and cement. It has 
tanneries and lumber mills. The 
Gold Coast Colony and parts of 
French West Africa have also 
made considerable progress in 
developing local manufacturing. 
East Africa, Kenya and Uganda 
are practically self-sufficient as 
regard food production. They now 
grow their own wheat, potatoes, 
vegetables, rice, citrus fruit, and, 
of course, coffee and cocoa. People 
are healthier, and in some com- 
munities they are eating meat for 
the first time, or in greatly in- 
creased amounts. 

On the other hand, the war en- 
couraged government control. In- 
dividual colonial governments, 
overanxious to protect the in- 
terest of the natives, have curbed 
the private initiative of traders 
and white settlers. The natives 
are being organized in consumers’ 
cooperative societies and their 
products marketed by Govern- 
ment supervised cooperative mar- 
keting organizations. One of the 
best known is the cocoa market- 
ing board. In French West Africa, 
socialists and communists are 
permitted to organize the natives; 
where this will lead is yet to be 
seen. 


U. S. Trade With Colonial Africa 


Prior to the Second World War, 
our trade with Colonial Africa 
was unimportant: the imports 
amounted to about 11% per cent 
of our total imports, and the ex- 
ports to Colonial Africa, to about 
1 per cent. The reasons for this 
were: (1) native communities 
were largely self-sufficient, (2) 
the French, the Portuguese, and 
to some extent also the British, 
discouraged imports from coun- 
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tries other than the mother coun- 
try, and( 3) the few simple in- 
dustrial products were largely 
supplied by mother countries. Im- 
ports from the United States 
were limited largely to petroleum 
and petroleum products, motor 
vehicles, road building machinery, 
pumping machinery, radio equip- 
ment, wire fencing, tin plate, and 
motion-picture films. 

During the war, the situation 
changed. Together with Great 
Britain, the United States be- 
came the chief supplier of indus- 
trial goods to French and Belgian 
colonies.Some of this trade we 
shall undoubtedly keep. The 1946 
exports to Colonial Africa ex- 
ceeded $100 million, and this year 
the exports may reach (on the 
basis of the first four months’ 
figures) the $200 million mark. 

There is a chance of our retain- 
ing the African market, particu- 
larly if we could sell some of the 
products that Germany used to 
export, such as drugs, chemicals, 
tires, and foor processing machin- 
ery. There is a market, too for 
road building equipment. On the 
other hand, the sales of industrial 
chemicals, industrial machinery, 
and electrical apparatus and 
equipment wil have to await the 
further industrial development of 
Africa. 





Inflation... 
For The Second Half? 





(Continued from page 418) 
that contributed to the depres- 
sion after World War I were still 
fresh in memory. Larger business 
and industrial companies gener- 
ally have been providing substan- 
tial reserves for inventory losses. 
Many have ben deducting inven- 
tory losses to date from earnings. 
While this results in an unfavor- 
able immediate earnings showing, 
it is a practice that, from the 
stock market standpoint, does not 
encourage misguided confidence, 
followed by a sharp break in con- 
fidence later. In some degree, the 
stock market weakness in recent 
months may well have been con- 
tributed to by the more cautious 
attitude among business men 
than prevailed after the first 
world war. 

Mortality rate among new in- 
dustrial and business concerns, 
started during the war, is likely 
to be considerable, as profits are 
squeezed between increased con- 
sumer resistance and discrimina- 
tion, and inflated production 


costs. But there are elements of 
soundness in many better man- 
aged companies that have not 
prevailed in previous  difficuit 
periods. 

This suggests that the stock 
market decline may already have 
discounted such transition prob- 
lems as may develop during the 
next six months. As a rule, major 
bull markets do not start during 
periods of peak employment. On 
the other hand, stock prices ap- 
pear already to have discounted 
problems in the period immedi- 
ately ahead. Whether it has fully 
discounted what may lie ahead 
for next year it is yet early to 
predict with any certainty. If 
Government, business and labor 
leadership fully.live up to their 
responsibilities, there is basis for 
hope that a serious disruption in 
the economy, for a period longer 
than six months, can be avoided. 





The Gold Story 





(Continued from page 433) 
for instance, stored away some 


$5.9 million worth of the metal? 


from last year’s production. It 
remainsfor the future to prove 
the wisdom of such policy. 


point of near-term relief from 
rising costs. Tax concessions 
granted through larger depletion 
allowances will constitute but a 
minor offset this year. Insistent 
demands for the re-establishment 
of the premium may result in this 
step being taken. As an alternate 
means of stimulating gold pro- 
duction, payment of a subsidy to 


gold producers by the Canadian | 


Government has been proposed. 
There is no official indication that 
this will be instituted, or whether 
it would be practical at this time 
but it would probably be prefer- 
able to a gold price increase. 

In the face of this overall pic- 
ture, gold stocks have 


ing traditional inflation hedges, 
they may be termed depression 
hedges, provided that profitable 
operations can continue. Viewed 
from this angle, some of the bet- 


ter situated companies may do | 


relatively better than the general 


market during any forthcoming | 


business recession. Among the 
more attractive shares, on this 
basis, might be included Home- 
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price appreciation possibilities at | 
present. At best, rather than be- | 
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stake, U. S. Smelting, Dome 
Mines and McIntyre Porcupine. 
Alaska Juneau, on the other 
hand, has little merit at this time, 
being essentially a speculation 
on resumption of production—an 
unknown factor. 


The Future of Bank 
Stock Earnings 


(Continued from page 443) 
opportunity exists for significant 
increases in both the rate and vol- 
ume of bank income. 

Real estate loans, too, are impor- 
tant, since they carry an average 
interest rate of 4%. Although 
high labor and material costs have 
been restricting new construction, 
the prospects still favor several 
years of large scale building ac- 
tivity. Clearly, the demand for 
mortgage money should continue 
substantial. 

SUMMARY ... The rise in costs, 
although substantial on a dollar 
basis, has been kept under satis- 








' factory control as related to the 


volume of business handled. It is 
also encouraging that within the 
framework of the present stabil- 
ized and relatively high level of 


_ reposits, the outlook is best for 
' loans, which is the kind of busi- 
' ness that produces the highest 


na- | margin of operating profit. Of 


significance is the fact that banks 
in general have become more ag- 
gressive in their lending opera- 
tions. The costs problem will un- 
doutedly be tackled through 


| greater mechanization and plan- 


ning with the result that operat- 
ing efficiency will be increased. 

On balance, therefore, future 
earnings of banks should be well 
over the prewar level and about 
or slightly below current levels. 

The fact is that one of the more 
important underlying strengths in 
our present economic situation is 
the extraordinarily good shape of 


' our banking system. This is due 


to the fact that the greater por- 
tion of bank assets are still com- 
prised of cash and Government 
securities, In addition, the quality 
of other investments and loans 
has been well maintained. It is 
significant, too, that there has not 
been a bank failure since 1944 and 
only one in that year. 

Bank shares, therefore, are de- 
serving of a place in every well 
rounded and diversified invest- 
ment portfolio since they offer 
stability and continuity of income 
at present conservative dividend 
rates and afford a yield of in ex- 
cess of 4%. 
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Cities Service Company 


To the Holders of 
3% Debentures due 1977 


Preferred and Preference Stocks 


You are hereby notified that the first coupon 
appertaining to the 3% Debentures due 1977 
became payable on July 1, 1947. Holders of 
coupon Debentures, if they have not already 
done so, are requested to present their coupons 
for immediate payment to Cities Service Com- 
pany, 60 Wall Street, New York 5, N. + 


Holders of certificates for Preferred and 
Preference stocks who have not yet received 
the 3% Debentures due 1977, pursuant to the 
provisions of the Plan dated November 20, 
1946, as amended, are requested to present 
their certificates, properly endorsed and in ac- 
cordance with instructions heretofore given, to 
The Chase National Bank of the City of New 
York, 11 Broad Street, New York 15, N. Y., in 
order to receive the Debentures to which 
they are entitled. Dividends on the Preferred 
and Preference stocks have ceased to accrue 
and such exchange is necessary to enable 
the holders of certificates therefor to obtain 
the July 1, 1947 and subsequent interest 
payments. 


CITIES SERVICE COMPANY 


By: W. ALTON JONES, President 








A Diversified Stake In 
Dynamic Rail Equipment 





(Continued from page 436) 


stallments. The cash _ realized 
through regular depreciation 
charges is available to meet these 
payments. Hence, the railroads in 
good times show much less hesi- 


tation in ordering improved types 
of equipment than they would in 
replacing station building with 
more elaborate and better looking 
structures. 

Some of the equipment compa- 
nies are also interested in signal 
devices. In addition to safety reg- 
ulations set up by the Interstate 
Commerce Commission, the rail- 
roads are beginning to realize 
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much higher pay should mean in- 
creased demand for products 
which before the war were almost 
unknown to African purchasers. 
The use of shoes and clothing has 
become more widespread, and in 
some parts of Africa, the lowly 
“bike” has almost revolutionized 
the life of the natives. 

Since imports were hard to get, 
many colonies started to manu- 
facture simple products which 
they had previously imported, and 
they also diversified the produc- 
tion of food. Some of them 
chalked up considerable progress. 
Nigeria, for example, is now prac- 
tically self-sufficient as regards 
food, raising even its own wheat 
and potatoes. It processes domes- 
tic food products and manufac- 
tures simple textiles, soap, ciga- 
rettes, beer, and cement. It has 
tanneries and lumber mills. The 
Gold Coast Colony and parts of 
French West Africa have also 
made considerable progress in 
developing local manufacturing. 
East Africa, Kenya and Uganda 
are practically self-sufficient as 
regard food production. They now 
grow their own wheat, potatoes, 
vegetables, rice, citrus fruit, and, 
of course, coffee and cocoa. People 
are healthier, and in some com- 
munities they are eating meat for 
the first time, or in greatly in- 
creased amounts. 

On the other hand, the war en- 
couraged government control. In- 
dividual colonial governments, 
overanxious to protect the in- 
terest of the natives, have curbed 
the private initiative of traders 
and white settlers. The natives 
are being organized in consumers’ 
cooperative societies and their 
products marketed by Govern- 
ment supervised cooperative mar- 
keting organizations. One of the 
best known is the cocoa market- 
ing board. In French West Africa, 
socialists and communists are 
permitted to organize the natives; 
where this will lead is yet to be 
seen. 


U. S. Trade With Colonial Africa 


Prior to the Second World War, 
our trade with Colonial Africa 
was unimportant: the imports 
amounted to about 114 per cent 
of our total imports, and the ex- 
ports to Colonial Africa, to about 
1 per cent. The reasons for this 
were: (1) native communities 
were largely self-sufficient, (2) 
the French, the Portuguese, and 
to some extent also the British, 
discouraged imports from coun- 
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tries other than the mother coun- 
try, and( 3) the few simple in- 
dustrial products were largely 
supplied by mother countries. Im- 
ports from the United States 
were limited largely to petroleum 
and petroleum products, motor 
vehicles, road building machinery, 
pumping machinery, radio equip- 
ment, wire fencing, tin plate, and 
motion-picture films. 

During the war, the situation 
changed. Together with Great 
Britain, the United States be- 
came the chief supplier of indus- 
trial goods to French and Belgian 
colonies.Some of this trade we 
shall undoubtedly keep. The 1946 
exports to Colonial Africa ex- 
ceeded $100 million, and this year 
the exports may reach (on the 
basis of the first four months’ 
figures) the $200 million mark. 

There is a chance of our retain- 
ing the African market, particu- 
larly if we could sell some of the 
products that Germany used to 
export, such as drugs, chemicals, 
tires, and foor processing machin- 
ery. There is a market, too for 
road building equipment. On the 
other hand, the sales of industrial 
chemicals, industrial machinery, 
and electrical apparatus and 
equipment wil have to await the 
further industrial development of 
Africa. 





Inflation... 
For The Second Half? 





(Continued from page 418) 
that contributed to the depres- 
sion after World War I were still 
fresh in memory. Larger business 
and industrial companies gener- 
ally have been providing substan- 
tial reserves for inventory losses. 
Many have ben deducting inven- 
tory losses to date from earnings. 
While this results in an unfavor- 
able immediate earnings showing, 
it is a practice that, from the 
stock market standpoint, does not 
encourage misguided confidence, 
followed by a sharp break in con- 
fidence later. In some degree, the 
stock market weakness in recent 
months may well have been con- 
tributed to by the more cautious 
attitude among business men 
than prevailed after the first 
world war. 

Mortality rate among new in- 
dustrial and business concerns, 
started during the war, is likely 
to be considerable, as profits are 
squeezed between increased con- 
sumer resistance and discrimina- 
tion, and _ inflated production 


costs. But there are elements of 
soundness in many better man- 
aged companies that have not 


prevailed in previous  difficuit 
periods. 

This suggests that the stock 
market decline may already have 
discounted such transition prob- 
lems as may develop during the 
next six months. As a rule, major 
bull markets do not start during 
periods of peak employment. On 
the other hand, stock prices ap- 
pear already to have discounted 
problems in the period immedi- 
ately ahead. Whether it has fully 
discounted what may lie ahead 
for next year it is yet early to 
predict with any certainty. If 
Government, business and labor 
leadership fully.live up to their 
responsibilities, there is basis for 
hope that a serious disruption in 
the economy, for a period longer 
than six months, can be avoided. 





The Gold Story 





(Continued from page 433) 


for instance, stored away some 
$5.9 million worth of the metal 
from last year’s production. It 
remainsfor the future to prove 
the wisdom of such policy. 

In other respects, too, Cana- 
dian producers appear in a less 
favorable position from the stand- 
point of near-term relief from 
rising costs. Tax concessions 
granted through larger depletion 
allowances will constitute but a 
minor offset this year. Insistent 
demands for the re-establishment 
of the premium may result in this 
step being taken. As an alternate 
means of stimulating gold pro- 
duction, payment of a subsidy to 
gold producers by the Canadian 
Government has been proposed. 
There is no official indication that 
this will be instituted, or whether 
it would be practical at this time 
but it would probably be prefer- 
able to a gold price increase. 

In the face of this overall pic- 
ture, gold stocks have limited 
price appreciation possibilities at 
present. At best, rather than be- 
ing traditional inflation hedges, 
they may be termed depression 
hedges, provided that profitable 
operations can continue. Viewed 
from this angle, some of the bet- 
ter situated companies may do 
relatively better than the general 
market during any forthcoming 
business recession. Among the 
more attractive shares, on this 
basis, might be included Home- 
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stake, U. S. Smelting, Dome 
Mines and McIntyre Porcupine. 
Alaska Juneau, on the other 
hand, has little merit at this time, 
being essentially a speculation 
on resumption of production—an 
unknown factor. 


The Future of Bank 
Stock Earnings 


(Continued from page 443) 
opportunity exists for significant 
increases in both the rate and vol- 
ume of bank income. 

Real estate loans, too, are impor- 
tant, since they carry an average 
interest rate of 4%. Although 
high labor and material costs have 
been restricting new construction, 
the prospects still favor several 
years of large scale building ac- 
tivity. Clearly, the demand for 
mortgage money should continue 
substantial. 

SUMMARY ... The rise in costs, 
although substantial on a dollar 
basis, has been kept under satis- 
factory control as related to the 
volume of business handled. It is 
also encouraging that within the 
framework of the present stabil- 
ized and relatively high level of 
reposits, the outlook is best for 
loans, which is the kind of busi- 
ness that produces the highest 
margin of operating profit. Of 
significance is the fact that banks 
in general have become more ag- 
gressive in their lending opera- 
tions. The costs problem will un- 
doutedly be tackled through 
greater mechanization and plan- 
ning with the result that operat- 
ing efficiency will be increased. 

On balance, therefore, future 
earnings of banks should be well 
over the prewar level and about 
or slightly below current levels. 

The fact is that one of the more 
important underlying strengths in 
our present economic situation is 
the extraordinarily good shape of 
our banking system. This is due 
to the fact that the greater por- 
tion of bank assets are still com- 
prised of cash and Government 
securities. In addition, the quality 
of other investments and loans 
has been well maintained. It is 
significant, too, that there has not 
been a bank failure since 1944 and 
only one in that year. 

Bank shares, therefore, are de- 
serving of a place in every well 
rounded and diversified invest- 
ment portfolio since they offer 
stability and continuity of income 
at present conservative dividend 
rates and afford a yield of in ex- 
cess of 4%. 
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Cities Service Company 


To the Holders of 
3% Debentures due 1977 


Preferred and Preference Stocks 


You are hereby notified that the first coupon 
appertaining to the 3% Debentures due 1977 
became payable on July 1, 1947. Holders of 
coupon Debentures, if they have not already 
done so, are requested to present their coupons 
for immediate payment to Cities Service Com- 
pany, 60 Wall Street, New York 5, N. ¥ 


Holders of certificates for Preferred and 
Preference stocks who have not yet received 
the 3% Debentures due 1977, pursuant to the 
provisions of the Plan dated November 20, 
1946, as amended, are requested to present 
their certificates, properly endorsed and in ac- 
cordance with instructions heretofore given, to 
The Chase National Bank of the City of New 
York, 11 Broad Street, New York 15, N. Y., in 
order to receive the Debentures to which 
they are entitled. Dividends on the Preferred 
and Preference stocks have ceased to accrue 
and such exchange is necessary to enable 
the holders of certificates therefor to obtain 
the July 1, 1947 and subsequent interest 
payments. 


CITIES SERVICE COMPANY 


By: W. ALTON JONES, President 








A Diversified Stake In 
Dynamic Rail Equipment 





(Continued from page 436) 


stallments. The cash _ realized 
through regular depreciation 
charges is available to meet these 
payments. Hence, the railroads in 
good times show much less hesi- 


tation in ordering improved types 
of equipment than they would in 
replacing station building with 
more elaborate and better looking 
structures. 

Some of the equipment compa- 
nies are also interested in signal 
devices. In addition to safety reg- 
ulations set up by the Interstate 
Commerce Commission, the rail- 
roads are beginning to realize 
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WORRIED ABOUT 
YOUR STOCKS? 


Don’t sit tight—it may be 
costly! Right now, check 
with Babson’s. Simply at- 
tach list of 7 of your secur- 
ities to this ad and mail to 
us. We'll tell you if clients 
have been advised to Hold 
or Switch them. No cost or 
obligation. Write Dept. 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
QA. 








SELL BY MAIL! 

Leading Mail Order business magazine may be your 
income-increasing opportunity. Large independent 
business Journal. Each issue full of new and proved 
ideas. Plans, methods, showing how to start and 
make the mail order business pay handsome profits. 

Sample Copy, 25c — Year’s Subscription, $3. 

NATIONAL PUBLISHING COMPANY 
Suite 706 MW 
356 South Broadway, Los Angeles 13, Calif. 








that economies are obtainable 
through ecentralized traffic con- 
trol, use of radio devices, etc. 
Hence the signal companies also 
have a favorable outlook. 

Four stocks which the Maga- 
zine of Wall Street considers of 
outstanding interest to investors 
are American Car & Foundry, 
General American Transportation, 


Lima Locomotive and Westing- . 


house Air Brake. 


American Car & Foundry 


American Car & Foundry en- 
joyed good earnings during the 
war and was able to rebuild its 
cash account. Earnings in the 
fiscal year ended April 30, 1946 
were $5.54, slightly below the 
wartime level. And earnings for 
the first half of the 1946-47 vear 
were also unfavorable — 6l1c vs. 
$3.75 in the previous year—due to 
strikes and shortages of materi- 
als. But profits for the recent fis- 
cal year (not yet announced) were 
probably sufficient to cover the $3 
dividend rate; and larger earnings 
and more liberal dividends are an- 
ticipated for 1947-48. At the re- 
cent price around 46, the stock is 
about midway between the year’s 
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high and low and substantially be- 
low last year’s high of 67. Based 
on the $3.00 rate paid during the 
last three years, the vield of 
614% is above average. 

American Car & Foundry is the 
second largest builder of railway: 
cars, concentrating mainly in 
freight cars, car wheels and cast- 
ings. The company earlier this 
year had unfilled orders of over 
$200,000,000, good for a year or 
so of capacity operations. Settle- 
ment of the coal strike seems to 
insure continued heavy operations 
for the steel industry, which in 
turn will facilitate increased out- 
put for American Car & Foundry 
and probably larger profit mar- 
gins than last year’s 8%. Re- 
lieved from heavy wartime taxes 
the company may well enter a pe- 
riod of record earnings. 


General American Transportation 


General American Transporta- 
tion is not a “growth company’— 
in fact assets were slightly lower 
at the end of 1946 than a decade 
earlier. On the other hand it en- 
joys good profit margins and 
share earnings are about as 
steady as for any rail equipment 
stock. Dividends have been paid 
continuously since 1919, the rate 
in recent years being $2.50. 1946 
share earnings were $3.46 and the 
excellent showing for the first 
quarter of 1947 ($1.49 vs. 47c¢ last 
year) indicates the possibility of 
$5-6 a share for the current year. 
At the present price around 56 
the yield, about 414%, may seem 
a little on the low side. But if this 
year’s anticipated earnings mate- 
rialize, the price earnings ratio 
would be only about 10. Moreover, 
at the yearly highs the stock has 
sold around or above present lev- 
els in eight years of the past ten, 
(the highs in 1942-43 were only a 
few points lower). 

The company owns and operates 
some 53,000 tank and refrigerator 
cars, which it rents to the rail- 
roads, thus insuring a steady in- 
come. It also ranks fourth as a 
builder of freight cars, and does 
an extensive car repair business. 
It also has a variety of minor ac- 
tivities such as pre-cooling of 
freight cars, and operation of 
tank terminals for the storage of 
petroleum and chemicals; subsid- 
iaries make processing machinery 
for the chemical, paper, distilling 
and food industries. The cash po- 
sition appears adequate, but 
dropped sharply last year due to 
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‘but some roads like Chesapeake & 


unusually heavy _ inventories 
Funded debt of about $16,000,0 

introduces a modest leverage fac 
tor. 


Lima Locomotive 


Lima Locomotive is the thir 
largest locomotive builder with a 
annual capacity of 300 or mor 
railway locomotives and 150 in 
dustrial-type units. The company 
has more than doubled in size 
since 1939 though most of the 
growth has been in the inventory 
item. Like many other rail equip: 
ments, the company passed 
through a lean period in the 
1930s. During the wartime period 
earnings ranged between $3.61 
and $6.97, while last year they 
mounted to $10.68 a share. Earn- 
ings have always fluctuated rather 
widely because of sharp irregular- 
ities in sales combined with a 
small capitalization (211,000 
shares of common stock). 

The stock is currently around 
54 compared with this year’s ap- 
proximate range of 63-40 and last 
year’s 88-42. Net working capital 
at the end of last year was about 
$59 a share but this was largely} 
accounted for by inventories and) 
receivables. Earnings this year) 
may be somewhat lower than last} 
year’s high mark, but even so 
would seem to warrant some in- 
crease in the $3 dividend rate 
(which included a $1. extra last 
vear). 

Evidently the market is_ in- 
clined to discount last year’s big 
earnings because of the somewhat | 
uncertain future for the steam 
locomotive business. The company 
does not make diesel engines, now 
the favorite with most railroads, 





Ohio still prefer steam engines. 
Moreover, a new type of steam 
locomotive, capable of doing 100 
miles per hour and combining a 
steam turbine with electric mot- 
ors, may revive the deman. The 
new engine eliminates pistons, 
driving rods and other reciprocat- 


ing parts, which means smooth | 
starting and an easy flow of power | 


up to a maximum amount. 

Lima has somewhat diversified 
its output by manufacturing 
power shovels, cranes, draglines, 
etc. The are used in large irriga- 
tion, drainage and levee projects, 


and for mining operations. This | 


end of the business has been in- 
creasing relatively in recent years, 
and may be further stimulated by 
the heavy floods which have re- 
cently damaged many levees along 


the J 
rivers. 
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‘oriesy the Missouri and Mississippi 
)0,00@ rivers. 
e fac 
Westinghouse Air Brake 
Westinghouse Air Brake is 
financially the strongest of the 
thir@ Yailroad equipment companies 
th ag With the possible exception of 
mor Pullman. The company has for 
0 ing Many years maintained a huge 
pany backlog of cash assets, and there 
siz@ are no senior securities ahead of 
* the the common stock. Accordingly 
itory, the company has been able to pay 
quip. dividends without interruption 
assed OVer the last 72 years, at a rather 
the liberal rate in relation to earn- 
oriody ings. 
53.6), The stock is selling currently 
they, around 35, with a yield of about 
‘ayn 5% based on the $1.75 indicated 
they) dividend rate ($1 regular and 75c 
ular.) extra). Earnings last year were 
-h af $9.06, the largest in some years, ee 
,000) and based on the favorable first ree 
quarter showing should again in- 
und) Penge this year. The company is , 
ap the largest maker of air-brakes j i ords 
lai! and is also heavily in the field of Taking moving pictures of human vocal c 
vital) Signal systems and safety devices, | 
bout = a es pg ed Union | 
+. Swite ignal Company. This - 0 a ~ : 
et okay Gin bank asediny aed Pevense TO bier nigieton at This Bell Telephone Laboratories 
no: from the recent Interstate Com- Scientist is . ing moving pictures oJ the YOUuRg woman s vocal cords, 
lact}_ merce Commission order to install to get new knowledge about the voice. Such knowledge is useful in 
~o block signals on all lines carrying telephone transmitter design. 
in-| Passenger trains that move at 60) | He is using a Fastax camera, developed by the Laboratories. This 
rate} re — —* gp age camera, the same kind that was used to photograph atom-bomb tests 
last pubrun pelt rece P -aeingccetini | at Bikini, can operate up to the rate of 8000 pictures a second. 
in- trol system or automatic cab | Bell Telephone Laboratories learned some interesting things about 
big} Signals o nall lines where trains | speech from high-speed pictures of vocal cords. ’ 4 
hat) Move at 80 miles per hour. Cost | 
saa - — ees vere tobemade_ | 
v y 19% ave been estimated at a 
ves quarter of a billion dollars, a sub- Tue job of Bell Laboratories is | mechanism of speech and hearing 
.ds,) Stantial part of which will be re- to devise and develop facilities and the molecular structure of 
e&| ceived by Westinghouse Air | which will enable two human be- copper wire and rubber insula- 
1es.| Brake. On the average it supplies ings anywhere in the world to talk tion, to the detailed design of 
am | > po san hag 9 all R to each other as clearly as if they equipment. The result is better 
100} Hoa ot aaa Ss, “a Pitt ; a ' were face to face — and to do this _ service, at lower cost, for every- 
% ne a md —— as well as efficiently. one who uses the telephone. 
oe hee oe ze o this end, Bell Laboratories 
_ ally i ors igo dy study everything from the most 
= ments. While the stock may not | fundamental matters, such as the 
ith | Offer much prospect for long-term | ater rere siihaintiiteidlde nena 
vey | growth, the outlook appears fa- — 
- vorable for at least two or three Workers. On July 3rd Cudahy an- the “Big Four” in the meat pack- 
ed | Years ahead. nounced a 6c hourly increase for ing industry. We expect that the 
ng 10,000 ssl aaa aie phe ig ort = for Armour 
vg eae remuneration for workers wi an Yompany wil o through 
-- bir sete «pa pot) age Arai nore of ta gross shortly, before the nal of the 
ts, e Big Four Meat Packers profits than they did last year, year, and this will add attraction 
ie pag ig ——— - —— to the common shares and prob- 
Saag eran ¥ a e approximate level of last ably put them on a dividend basis. 
4 (Continued from page 441) year, which was excellent, should All four of the leaders, Armour, 
by fulfilled. In June, Armour, Swift result. Cudahy, Swift and Wilson, seem 
*d and Wilson announced a 6c an On the two following pages to be reasonably priced in rela- 
1g hour increase in wages for many you will find concise analyses of tion to their earnings potentiali- 
T JULY 19, 1947 459 











ties based on satisfactory profit 
margins and strong demand. 
Armour, perhaps, has the pref- 
erence for speculative growth, 
while Swift has preference pri- 
marily for income. 

Certainly the meat packing in- 
dustry is worthy of representa- 
tion in a soundly planned and 
well diversified portfolio. A study 
of the interesting 10-year chart 
for each of these companies, the 
balance sheet comparison with 
pre-war and our concise study of 
each situation should reveal 
which of these would be _ best 
suited to your own objectives and 
requirements. 





As I See It! 





(Continued from page 413) 


sions too in the Pacific and in 
China where Chiang Kai Chek is 
ready to take a firm and decisive 
stand against the Chinese com- 
munists. The successful outcome 
of which would upset Russian 
plans in this part of the hemi- 
sphere. 

As can be seen, the whole world 
is now in the throes of a new kind 
of warfare based on a technique 
as old as time — psychological 
warfare. Up to now the Russians 
believed that they alone knew 
how to fight it successfully but 
we seem to be learning fast and 
are now following a course that 
has every possibility of success 
because the planning will not be 
subject to the Russian veto. 

This independence of action 
must be extended through every 
branch of the United Nations if 
this body is to survive and serve 
humanity in the way it was in- 
tended. Russia has been a mill- 
stone around the neck of the 
world—a millstone that must be 
removed before it breaks the back 
of civilization as we know it. 











The Trend of Events 


(Continued from page 412) 
sary. As Administration officials, 
all along the line, have protested 
so vehemently against all efforts 
of Congress to reduce their bud- 
gets, it will be constructive, to say 
the least, when it becomes pos- 
sible to learn the cold facts about 
the entire Federal system, just 
how the different Agencies over- 
lap, the valid services they pro- 
vide, their costs and spots where 
economies should be made. In re- 
cents months, many Republicans 
attempting budgetary cuts have 
protested that their axe has not 
been directed against expenses in- 
curred to provide evident public 
benefits. To us it seems as if such 
restrictions as to policy were too 
far on the conservative side. 





When the Commission’s report is ° 


issued it could well develop that 
every one of the countless divi- 
sions of Government contributes 
in some degree to the public wel- 
fare. The real question at issue 
will be whether the average tax- 
payer feels able and willing to 
stand the cost of these presum- 
able benefits, many of which could 
easily be done away with or which 
aid only certain groups or areas. 
To some extent, of course, every 
citizen has to support public un- 
dertakings regardless of his per- 
sonal stake. On the other hand, 
now that living costs have risen 
so sharply, and so many people 
are enduring budgetary strains of 
their own, the idea of being forced 
to contribute for a multiplicity of 
so-called benefits they would 
never think of spending their 
money for would be high obnox- 
ious. Just how many of these gen- 
uine “luxuries” the public at pres- 
ent is supporting in total ignor- 
ance, the forthcoming report 
should divulge. Chances are that 
the total sums involved will run 
into many billions, and that when 
the wheat is separated from the 
chaff, a major contraction in 
Federal activities will evolve with 
loss to nobody but the patronage 
dispensers and recipients. 











BOOK REVIEWS 








THE AVIATION ANNUAL 
OF 1947 
Edited by 
Reginald M. Cleveland 
$5.00 
The ANNUAL offers in one vol- 


ume a complete survey of the 
year in all fields of aviation— 
transport, military and private 
flying—and it enables the reader 
to understand the immense strides 
now being made in the air world 
which will play so vital a part in 
our domestic economy and our na- 
tional defense. 

Leading authorities in each 
field of which the book treats 
have contributed their special 
knowledge. Thus the Army and 
Navy each tells its own story. 
Progress in the magic field of re- 
search is described by the Na- 
tional Advisory Committee for 
Aeronautics. The problems of the 
aircraft manufacturing industry 
are disclosed by the Aircraft In- 
dustries Association while private 
flying and its opportunities are 
covered by the Personal Aircraft 
Council of that Association. Air 


age education is dealt with by > 


leaders in this field. Airport devel- 


opments and the traffic regula- 
tions of the air lanes are described | 


by the Civil Aeronautics Admin- 


istration. The marvelous story of } 
the expansion of air transporta- [ 
tion is told by the Air Transport | 


Association of America. 


Forewords to the various sec- | 
tions of the book are by the men | 
in the vanguard of American avia- | 


tion. With 64 pages of the year’s 
best aviation photographs. 





AMERICAN OIL OPERATIONS | 


ABROAD 
By Leonard M. Fanning 
382 pages, 514 x 8 $5.00 


over 250 illustrations 


This book provides the reader 
with new insight into the inter- 
national oil situation. It tells how 
Americans ranged the earth, from 
neighboring lands to distant cor- 
ners, in search of oil—reveals the 
scope of American interests and 
activities in each country—takes 


you behind the scenes of the | 


never-ending quest for oil-rich 
areas. It depicts the significance 


and romance of oil field develop- | 


ment—oil camps that grew into 
cities, the training of nationals to 
become drillers and technicians, 
the effect on living standards of 
nations, etc. Entirely from the 
American point of view the book 
factually discusses the extent of 
our investments, the unique prob- 
lems involved in oil deals with 
foreign lands, and the outlook for 
the future in world oil. 
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Geared To Today’s Markets 
For Protection — Income — Profit 


Short-Term Recommendations for Profit... Mainly 
common stocks but preferred stocks and bonds 
are included where outstanding price apprecia- 
tion is indicated. 


Low-Priced Opportunities . . . Securities in the low- 
priced brackets with the same qualifications for 
near-term profit. Average price under 10. 


Recommendations for Income and Profit... Com- 
mon stocks, preferred stocks and bonds .. . for the 
employment of your surplus funds and market 
profits. 


Low-Priced Situations for Capital Building . . . 
Common stocks in which you can place moderate 
sums for large percentage gains over the longer 
term. Average price under 20. 


Recommendations Analyzed . . . Pertinent details 
as to position and prospects are given on securities 
advised. 


When to Buy .. . and When to Sell . . . You are 
not only advised what to buy but when to buy and 
when to sell—when to be moderately or fully 
committed ... when to be liquid. 


Market Forecasts . . . Every week we review and 
forecast the market giving you our definite advice. 
Dow Theory Interpretations are included for com- 
parison. 


Telegraphic Service . . . If you desire we will wire 
you in anticipation of decisive turning points and 
market movements. 


Consultation by Wire and by Mail . . . To keep 
your portfolio on a sound basis, you may consult 
us on 12 securities at a time. 


Added Services ... 


Business Service ... Weekly review and forecast 
of vital happenings as they govern the outlook 
for business and individual industries. 


Washington Letter . ‘Ahead-of-the-news” 
weekly reports from our special correspondent 
on legislative and political developments weigh- 
ing their effects on business 
and securities. 
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Special Of er / 

i 

MONTHS’ | 

SERVICE $50 
MONTHS' 

l SERVICE $75 


Complete service will start at 
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THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [J $50 for 6 months’ subscription; [] $75 for a year’s subscription. 
(Service to start at once but date from Labor Day, September 1, 1947) 


Air Mail: 
one year in U. S. and Canada. 
Special Delivery: $3.50 six months; 
O) $7.00 one year. 


Turn to the Forecast... 
) To Know What Market Action to Take 


—For the Short Term —For the Longer Term 


Pi: opportunities are again in the making for near term markets! 


Now ... while recent gains are being consolidated . . . as the market 
establishes a tested bose for a major advance . . . is the time to care- 
fully review your position in order to make advantageous commitments 
in selected low-priced stocks . . . in special situations . . . in new market 
leaders . . . as coming trends crystallize, 


Expert Market Timing . . . Sound Security Selection has consistently 
proved a successful investment policy. For this guidance, you can turn 
to The Forecost now and over the vital months ahead. 


Our Barometers Anticipate 
Important Market Moves 


To know when to buy and when to sell, you will profit from our weekly 
market forecast plus interpretations of our special Market-Support 
Indicator measuring supply and demand. The latter warned of last 
year's break on July 15... six weeks ahead . . . and has accurately 
gauged this year’s movements. Included . . . with graphs .. . 
Theory Interpretations of Major and Intermediate Trends. 


are Dow 


To know what to buy, you will receive our selections of favored stocks 
in approved industries . . . issues with outstanding income and profit 
potentials, In addition, all commitments will be kept under our con- 
tinuous supervision in specialized programs fitted to your capital, wishes 
and objectives. 

Forecast Service Ils Geared 

To Your Investment Needs 


There is no service in its field more devoted to your interests .. . better 
adapted to today’s rapidly changing investment conditions . . . than 
The Forecast. It is a source of counsel which you will value highly ... 


for your protection and profit. 


You are invited to take advantage of our Special Enrollment Offer 
which provides a full month's service without charge. Mail the coupon 
below today . . . we look forward to serving you. 





FREE SERVICE TO LABOR DAY + a Saat eee ee Sere ee ee oe 








SPECIAL MAIL SERVICE ON BULLETINS 
$1.00 six months; [] $2.00 00 Telegraph me collect in anticipation of 
important market turning points... 
when to buy and when to sell, 





Name 





State 





once but date from Sept. 1st. City 
Subscriptions to The Forecast 


are deductible for tax purposes. 


JULY 19, 1947 


Your subscription shall not be assigned at 
any time without your consent. 


| 
| 
I 
I 
Address 
| 
| 
I 


List up to 12 of your securities for owr 
initial analytical and advisory report. 
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Interesting 
Circulars 


FOR OUR READERS 
xk ke * 


On request on your letterhead, but 
without obligation, any of the circu- 
lars listed below will be sent direct 
from the issuing firm. Limit each letter 
to a request for one circular, giving 
your name and address. 


ADDRESS: Booklet Department — 
Magazine of Wall Street, -90 Broad 
Street, New York 4, N. Y. 


SECURITY and INDUSTRY SURVEY. 
Analysis of 74 industry groups... facts 
on over 300 individual securities. Pre- 
pared by large N. Y. S. E. member firm. 


FORGING AHEAD IN BUSINESS — 
64-page booklet describing program of 
executive training will be sent free 
when requested on your Company's 
letterhead. 


ANALYSIS of the stock of a Chemical 
Company in the atomic field. Issued by 
a brokerage house. 


Tobacco Shares: say Survey of 

leading cigarette companies indicating 
reference. Issued by N.Y.S.E. member 
rm. 


IF YOU OWN ANY INSURANCE or 
intend to, you will want to see this 
booklet issued by one of America’s 
largest insurance companies, 











BOOK REVIEWS 


RAILROADING 
FROM THE REAR END 
By S. Kip Farrington, Jr. 

$5.00 








This excellent volume is a com- 
panion book to Mr. Farrington’s 
well known work, Railroading 
from the Head End, and is com- 
parable to his Railroads at War, 
that highly acclaimed volume 
which contains the finest of rail- 
road photographs. Railroading 
from the Read End is a book of 
modern railroading, its practices 
and operations; it is not another 
review of railroad history. It deals 
with operations from the end of 
the war to date. Its theme re- 
volves around the rear end and 
the caboose, the roughest place on 
a freight train which acts as an 
office, dining room, kitchen, and 
bedroom to so many railroaders, 
and which is vitally important to 
all railroad freight train service. 
Mr. Farrington discusses the 
duties of the business car, show- 
ing how vital this travelling of- 
fice is to railroad officials; the 
dynamometer car, so necessary 
for computing tonnage ratings 
showing tests of various large and 
successful locomotives on two 
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major railroads; drovers cars; dif- 
ferent types of maintenance of 
way cars; snow fighting equip- 
ment; battles with the elements; 
work trains; practices used in tak- 
ing care of up to date tracks; 
railroad laboratories; locomotive 
shops; I.T.C. (Inductive Train 
Communication). the latest and 
most up to date form of train 
communication; all new rear end 
signal practices; roller bearing de- 
velopment for freight cars; coal, 
wheat, stock, lumber, fruit, and 
ore movements on various rail- 
roads, which are carried on trains 
with operation from the caboose; 
and C.T.C. (Centralized Traffic 
Control) of a very vital railroad 
division, including graphs from 
the machine and transcripts of 
runs. Railroading from the Rear 
End also contains transcripts of 
many fast passenger runs in the 
United States, a valve pilot tape, 
and a unique description of a 
South American railroad. The au- 
thor, not wishing any American 
to forget the great job performed 
by the military battalions out of 
this country during the war has 
included a chapter on the Luzon 
military railroad which he spent 
some time on while in the Philip- 
pines in 1945. 





FORECASTING FOR PROFIT 
By Wilson Wright 


$2.75 Wiley 





A Practical description of the 
methods by which business man- 
agements can make use of eco- 
nomic theory and research. Based 
on techniques which have been 
used successfully in actual busi- 
ness enterprises, the book in- 
cludes the major factors and re- 
lationships which should be con- 
sidered by professional econ- 
omists and enterprise manage- 
ment. It discusses the basic ele- 
ments of practicable economic 
theory — explaining how these 
concepts can be useful in the proc- 
ess of producing and distributing 
commodities efficiently. 





ALASKA: 
LAND OF TOMORROW 
By Edward A. Herron 
Whittlesey House, McGraw-Hill 
Book Co., New York, 1947 
232 pp. $2.75 


ture. He shows Alaska as a con- 
stantly changing scene—each sea- 
son, each month, bringing new life 
and new problems to this rich and 
vital land. 

May is Spring, even in Alaska. 
In Nome, there is a growing im- 


patience with ice still locked 
tightly in the Sound. Fairbanks is 
seething with the activities of 
mining companies rushing sup- 
plies out to the creeks. Swarms 
of trolling boats are chugging out 
to get their share of the incom- 


ing tide of salmon. Over the en- | 


tire Kenai Peninsula axes have 
been ringing while new settlers 
clear the land. 

The path North still shines to 
both young and old as the last 
American frontier. Mr. Herron 
auickly explodes the veteran’s 
dream of squatting by a swiftflow- 
ing stream with a gold pan twirl- 
ing in his hand; in its place, he 
presents hard-hitting descriptions 
of opportunities as they exist to- 
day, opportunities that other men 
and women have tested and found 
good. 

Immediately after his return 
from the Aleutians in 1944, Pres- 
ident Roosevelt stated, “. . . the 
development of Alaska has only 
been scratched— it is still a coun- 
try of pioneers, and in one sense 
every American is a pioneer.” The 
wild days of the gold rush are 
gone and in their place has come 
a constantly increasing stream of 
ment and women determined to 
make this land theirs; and an 
even larger number who have 
come just to look and admire its 
scenic beauty. ALASKA: LAND 
OF TOMORROW invited both the 
present-day pioneer and the tour- 
ist to one of the few untouched 
lands of opportunity and beauty 
left in this world today. 

Mr. Herron has lived in Alaska 
much of the time since 1935, and 
has written many articles about 
the country for such magazines 
as the Saturday Evening Post, 
Esquire, Holiday, ete. 








THE FUTURE OF 
FREEDOM IN THE ORIENT 
By Ralph Coniston 
$3.00 





Today, the whole territory of 
Alaska is astir with new life. Ed- 
ward A. Herron, in ALASKA: 
LAND OF TOMORROW, gives a 
stimulating picture of Alaska now 
and its real prospects for the fu- 


Words like “freedom,” “democ- 
racy,’ and “independence” are 
difficult to use precisely in any cir- 
cumstances; but they lead to the 
wildest misconceptions when 
bandied about in discussions of 
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the politics of the Orient. The 
originality of this book is that it 
shows what such words can and 
do mean in the daily lives of the 
people. 

Thus, while Mr. Coniston inter- 
viewed Ghandi, for example, and 
reports on the interview, his book 
is more concerned with the hopes 
and capabilities of the common 
people than with the slogans of 
their leaders. The organizations of 
the book is horizontal rather than 
vertical; that is to say, it dis- 
cusses the great issues that are 
common to all the lands of the 
Orient and leaves to one side the 
local political questions that some- 
times make headlines but are of 
no permanent importance. 

In addition, it analyses the in- 
dustrial potential of the Orient, 
both in manpower and natural re- 
sources; the possibilities of the 
region as a market for American 
goods; and the rival influences ex- 
erted by the great powers. 

As a result, The Future of 
Freedom in the Orient is a useful 
corrective to common misconcep- 
tions and provides a sympathetic 
insight into the real meaning of 
the turbulent movements of Asia 
and their possible effect on the 
Western world, and especially on 
the United States. 

Mr. Coniston is a journalist of 
wide experience who has done re- 
porting for The New York Times 
and published articles in Collier’s, 
Asia and other magazines. 





60 YEARS WITH MAN 
AND MACHINES 
By Fred H. Colvin 
in collaboration with 

D. J. Duffin 


60 illustrations in line and halftone 
$3.50 


Fred Colvin is a true pioneer 
of the modern industrial revolu- 
tion. He has spent a lifetime in 
the field of machinery, where his 
vision and imagination have been 
responsible for many improve- 
ments. His book is not, therefore, 
an autobiography in the strict 
sense of the word, but an absorb- 
ing, and oftentimes highly amus- 
ing, account of the world of in- 
vention, machinery and produc- 
tion from 1884 to the present day. 
During this span, Mr. Colvin has 
participated in the development of 
1947 
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the bicycle, the automobile, the 
aeroplane and the modern rail- 
road locomotive, as well as hun- 
dreds of new machines and ma- 
chine tools. He has known inti- 
mately many of the great in- 
ventors, scientists, engineers and 
industrialists; and he has _ wit- 
nessed the growth of many of 
our nationally known scientific 
and industrial societies. 

Mr. Colvin has written more 
than 40 technical books that have 
sold over a million copies to date. 
He served as an editor of the 
American Machinist for more 
than 30 years, and although now 
formally retired, still contributes 
to its pages. His interests, how- 
ever, extend beyond the field of 
machine tools into the problems of 
management, labor relations, and 
the plain common sense of run- 
ning a business or a shop. 

Men who have had a part in the 
development of machinery and 
machine tools, or who are enter- 
ing the field or are in current con- 
tact with it, will find SIXTY 
YEARS WITH MEN AND MA- 
CHINES of special interest. Yet 
it is not confined to these groups 
of people; the general reader will 
find it an engrossing account of 
a unique personality and a rich 
period of our industrial history. 





THE AMERICAN INDIVIDUAL 
ENTERPRISE SYSTEM 


Its Nation, Evolution and Future 
$10 


Here is a vital message for 
every red-blooded believer in 
American democracy. Written in 
response to today’s clamor for a 
realistic and factual explanation 
of our economic system, The 
American Individual Enterprise 
System describes in clear detail 
exactly how the system functions. 
Principles and practices which 
promote the achievement of its 
goal— maximum economic good 
for the American people — are 
soundly and authoritatively dis- 
cussed. A significant feature of 
the presentation is that it repre- 


Two Volumes Boxed 


. sents the collective thoughts of a 


group of outstanding executives 
and economists. The findings of 
several research studies which 
were made on the subject have 
been incorporated. 

This work shows the funda- 
mental importance of the enter- 
prise system in the development 
of our national economy. 


TAXATION FOR PROSPERITY 
By Randolph E. Paul 


$4.00 


Taxation for Prosperity is the 
American tax story. It illuminates 
the role of taxes in shaping our 
national destiny. It shows how 
taxes can either retard or speed 
us along the road to prosperity. 

It covers more than fifty years 
of taxation—from 1894 to 1947— 
against a backdrop of national and 
international events, and discloses 
how those events affected tax pol- 
icy. It explains the interdepend- 
ence of our social and economic 
and tax structures. And it pre- 
sents a comprehensive plan to 
profit by what history has taught. 

The historical section empha- 
sizes the taxation of World War 
II in which Mr. Paul played so 
large a part. The Revenue Act of 
1942—“The Greatest Tax Bill in 
American History”—the Current 
Tax Payment Act of 1943 with its 
acrimonious battle over forgive- 
ness, and the vetoed Revenue Bill 
of 1943 which President Roosevelt 
said provided relief “not for the 
needy but for the greedy,” all be- 
came law while Mr. Paul was Gen- 
eral Counsel of the Treasury and 
tax adviser to Secretary Morgen- 
thau. 

Taxation for Prosperity is im- 
portant and timely, a landmark in 
tax thinking and tax writing. 
Every American must read it who 
is seriously concerned with the fu- 
ture, not only of specific tax meas- 
ures but of the American economy 
as a whole. 








‘ CORRECTION 

In our June 21, 1947 edition 
on page 317 we _ tabulated 
“1946 Key Statistics and 
Ratios on Important Utility 
Companies and Systems.” In 
this table we listed the 1946 
earnings per common share 
for General Public Utilities 
Corporation as $2.28. The cor- 
rect figure should have been 
$1.54. This changes the price- 
earnings ratio to 11.8 instead 
of 17.5. The correct average 
residential revenue per KWH 
for this company is 3.55¢ per 
KWH. In all other respects 
this comprehensive table cov- 
ering the leading Electric-Gas 
Companies and the Electric- 
Gas Holding Companies is cor- 
rect. 
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Time to Check On 


Your Current 


Investment Position! 


\¢ ithout obligation, we offer to prepare a 
confidential preliminary analysis of your invest- 
ment portfolio if it exceeds $20,000 in value. 


This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues. 


This offer is made to responsible investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to their 
personal holdings and objectives. We shall quote 
an exact fee for annual supervision of your ac- 
count and tell you our qualifications for serving 
you in the difficult market ahead. 


The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advantage 
of this invitation: 


From California—‘In all my experience as an ex- 
ecutive secretary for twenty years I have never run 
across your superior in the way you have considered 
my situation and am favorably impressed.” E. D. B. 


From Massachusetts—‘Your preliminary report re- 
garding my investment portfolio was received. I 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom of using 
investment counsel sound very reasonable.” A. M. 


From Nebraska—"] wish to thank you for your re- 
port. You covered the subject thoroughly.” G. V. 


From New York—‘“I am in receipt of your valuable 
Preliminary Analysis of my holdings, for which I thank 
you. I had not contemplated that you would make 
such a really admirable report regarding my portfolio.” 
Hira. 


From Ohio—‘Thank you for your immediate reply, 
including a preliminary analysis of my portfolio. I 
can honestly say that I am impressed by this report.” 
D.-B;H. 


From Oklahoma—"Your Preliminary Analysis re- 
ceived and it seems to be what I am looking for. 1 
am going to take this service and I intend to follow 
it.” Ook. 


From Pennsylvania—‘Your Preliminary Analysis 
of my inventory of capital investments received. I wish 
to thank you for presenting it in such an excellent and 
comprehensive manner.” N. J. 


From Texas—‘I am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and I thank you.” H. T. 


From Virginia—‘I am much impressed with your 
report which evidences that you have given thought 
and gone over my portfolio in a thorough and pains- 
taking manner which pleases me very much. I recognize 
Se of your reasoning and of the suggestions 
made.” F. W. 


Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 
aspects of any changes, State your objectives so 
our advice can be as pertinent as possible. 


All information will be held confidential. This 
offer does not obligate you to enroll—but under 
today’s manpower conditions it is not open to 
mere curiosity seekers. 


INVESTMENT MANAGEMENT SERVICE 
. A Division of The Magazine of Wall Street 


90 Broad Street 


New York 4, N. Y. 
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FASTER FLIGHT! New Martin 2-0-2 air- 
liners, 100 m.p.h. faster than the planes 
they supplant, are now entering service 
on leading foreign and domestic air- 
lines. First Martin 3-0-3's are nearing 
completion. Martin has sold more new 
transports than any other manufacturer. 


GUARDING THE PEACE! Martin is 
producing 5 new military planes. For 
the Navy, the XP4M-1 patrol plane, the 
XPBM-5A amphibian, the AM-1l 
Mauler dive-torpedo bomber, the big 
JRM Mars transports. For the Army 
Air Forces, the six-jet XB-48 bomber. 
Martin is also manufacturing aerial gun 
turrets. 


MANY NEW PRODUCTS! For example, 
there's Marvinol, versatile Martin plas- 
tic raw material entering large-scale 
production this year. Other new prod- 
ucts are emerging from Martin research 
laboratories. 


INDUSTRY BENEFITS! Holding high 
promise in many fields of industry are 
Martin developments which are being 
manufactured under license by other 


TRAVEL OR SHIP BY MARTIN TRANSPORT 
ON THESE GREAT AIRLINES 


CAPITAL (PCA) * EASTERN * CHICAGO & SOUTHERN 
UNITED 
NORTHWEST ¢ DELTA © PANAGRA 
CRUZEIRO do SUL (BRAZIL) * AEROPOSTA (ARGENTINA) 
NACIONAL (CHILE) «© MUTUAL e¢ FLYING TIGER 


AIR BORNE CARGO e¢ U.S. © WILLIS 





AIRCRAFT 


Builders of “Dependable Aircraft Since 1909 
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concerns. These include Honeycomb, 
lightweight construction material li- 
censed to U. S. Plywood . . . Mareng 
cells, flexible aircraft fuel tanks licensed 
to U. S. Rubber . . . aircraft ground- 
handling equipment, licensed to Air- 
craft Mechanics, Inc. ... and other 
products. 


WATCH THESE CLOSELY! Still under 
development are Stratovision, the re- 
broadcasting of television and FM from 
planes to eliminate need for costly 
coaxial cables or relay stations. Strato- 
vision is a joint project of Martin and 
Westinghouse. Advanced. helicopter re- 
search is being done by the Rotawings 
Division of Martin. 


LEADER IN RESEARCH! Martin has 
been awarded large contracts for devel- 
opment of guided missiles, advanced 
forms of propulsion, electronics, super- 
sonic speed research and other revolu- 
tionary mew projects. Better products, 
greater progress are made by Martin: Tue 
GLENN L. Martin Company, Ba ti- 
MORE 3, MARYLAND. 


AN INTERNATIONAL INSTITUTION 


MANUFACTURERS OF: Advonced military aircraft « 
Aerial gun turrets Outstanding commercial planes 
for both passenger and cargo service Marvinol 
resins (Martin Plastics and Chemicals Division) DEVELOP- 
ERS OF: Rotary wing aircraft (Martin Rotawings Division) 

Mareng fuel tanks (licensed to U. S. Rubber Co.) « 
Honeycomb construction material (licensed to U. S. Ply- 
wood Corp.) Stratovision aerial broadcasting (in 
conjunction with Westinghouse Electric Corp.) © Air- 
craft ground-handili t (licensed to Aircraft 
Mechanics, Inc.) LEADERS IN RESEARCH to guard the 
peace and build better living in many far-reaching fields 






























































Lasting satisfaction is inherent in every Magnavox radio-phonograph. 












Your enjoyment of this magnificent instrument derives from 
its authentic styling, timeless beauty, superb tone quality and 
performance... essentials in the creating of unsurpassed radio-phonograph value. 
See and hear Magnavox in America’s fine stores. Compare it. 
You'll want a Magnavox. The Magnavox Company, Fort Wayne 4, Indiana. 
Illustrated: THE MODERN SYMPHONY: Superb 


simplicity in contemporary styling emphasizes the 


beauty of its white oak or mahogany cabinet. 
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RADIO PHONOGRAPH 


The Gyutol of Quality tn Radw 


— since IGIT 








Dynamic Speakers Solenoids Electrolytic Capacitors iilust Sound Stidefit Equipment 





